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RE-IMAGINING 


THE UTILITY OF THE FUTURE 


Renewable energy and advancements in battery technology are driving the most profound 
change the global energy industry has ever seen, reshaping the way companies generate 


and deliver electricity. 
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The falling costs of solar and wind power are inexorably driving 
fossil fuels to the periphery. Already, almost 80 percent of all 

new generating capacity worldwide is renewable. By 2050, half 

of all electricity will come from solar and wind, which will absorb 
three-quarters of an estimated $11.5 trillion investment in power 
generation, according to Bloomberg New Energy Finance 
forecasts. Meanwhile, the growth of smart cities, micro- and 
nanogrids, battery storage, data analytics and artificial intelligence 
will radically alter the makeup of future electricity grids. 


For traditional utilities, this rapid change presents an enormous 
challenge - but also an enormous opportunity. 


Tenaga Nasional Berhad (TNB), Malaysia's state-owned electricity 
producer, has been powering the country for almost 70 years. The 
company embarked on a ten-year strategic plan to embrace the 
reinvention of the utility industry, enhance its services and position 
itself as one of the world’s top 10 utilities by 2025. 


The plan to reimagine TNB as a competitive 21st-century utility is 
founded on four pillars: future generation sources, future grids, 
future customers, and future-proof regulations. 
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As a key component of our 

long-term strategy, 

we will continue to invest in 

renewable energy capacity 
both locally and abroad. T | 


- Datuk Seri Ir Azman Mohd, 
President & CEO, TNB 


Future Generation 


How will the world produce and consume electricity in the coming 
years? “Reimagining Utility of the Future” was, in essence, the 
central theme of the Conference of the Electric Power Supply 
Industry (CEPSI), hosted by TNB in Kuala Lumpur in September 
2018. 


The conference explored “the current reality of how the electric 
supply industry is transforming in response to the accelerations 
of technology disruptions, economic shifts, evolving sustainability 
and regulatory requirements and customer expectations,” Datuk 
Seri Ir Azman Mohd, President and CEO of TNB, said in his 
welcome message to delegates. 


Any utility that fails to pursue renewable energy (RE) is clearly 
destined to become obsolete. TNB is already actively developing 
renewable sources in Malaysia and seeking opportunities in 

the Association of Southeast Asian Nations (ASEAN) countries. 

In Malaysia, TNB’s goal is to deliver most of the country’s RE by 
investing in solar, biomass, biogas and mini-hydro projects. 
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Tun Dr. Mahathir bin Mohamad 
Prime Minister of Malaysia 


The company wants to reduce its reliance on fossil fuel, which 
currently accounts for about 70 percent of its power generation. To 
make that happen, it co-developed two biogas power plants with 
Sime Darby Bhd in the states of Johor and Perak. With an installed 
capacity of 1.6 megawatts (MW) each, these plants are distributing 
power directly to the national grid. TNB is also building Malaysia's 
first large-scale solar facility in Selangor state, which when fully 
operational will transmit SOMW to the national grid. Construction of 
a second large-scale 30MW solar plant in Kedah state is expected 
to begin in 2019. 


“RE as a source of energy is a vital component of value creation for 
TNB, with our goal of being the ASEAN leader for RE,” Azman said. 
"As a key component of our long-term strategy, we will continue to 
invest in renewable energy capacity both locally and abroad.” 


TNB's push toward sustainable sources of electricity is aligned with 
the agenda set by Energy Minister Yeo Bee Yin, who said that she is 
confident that Malaysia will reach its 2030 RE target of 20 percent, 
up from 2 percent currently. TNB wants to produce 1,700 MW 
from green energy by 2025, from 280 MW. That compares with the 
company’s total installed capacity of over 12,000 MW. 


Future Grids 


By 2025, almost a quarter of electricity grids in ASEAN countries 
will be decentralized. As Siemens noted in the company’s 
presentation at CEPSI 2018, urban energy infrastructure is 
becoming smarter, and micro grids are emerging to power remote 
areas, self-reliant industrial zones and critical national installations 
such as airports. Big data analytics and artificial intelligence are 
increasingly being used for everything from improving grid 
efficiency to managing maintenance to providing early-warning 
systems. 


Demand for storage has grown exponentially, from 80MWh in 
2016 to 1.1GWh in 2018, CEPSI 2018 delegates were told. At-scale 
storage solutions are becoming competitive against peaking gas 
power plants, and storage can provide better frequency response 
to load demand compared with thermal plants. At the user level, 
customers are harnessing storage not to take themselves off the 
grid, but to provide services back to the grid to reduce their 
energy costs. 


TNB, described by some as the most valuable listed utility company 
in emerging Asia, has embarked on a long-term project to grow its 
22,000-kilometer grid network into one of the smartest and most 
automated and digitally-enabled in the world. The company is 

in installing smart meters and automated metering infrastructure 

in the homes of 340,000 customers in the state of Melaka. An 
additional 1.2 million smart meters will be installed in the Klang 
Valley and later throughout peninsular Malaysia. TNB also plans to 
deploy analytics, a geospatial information system, unmanned aerial 
vehicles and mobility solutions to improve grid management. 


“Eventually, the transformation of our grid will bring about a new 
customer experience,” Azman said. “These ongoing digitalization 
and automation moves will improve the performance, reliability 
and efficiency of our grid.” 


TENAGA 
NASIONAL 


Better. Brighter. 


Future Customers 


For the better part of a century, people have been consuming 
electricity from the grid in exactly the same way; a vertically 
integrated network consisting primarily of mechanical 
infrastructure. That's starting to change with digitization and the 
rise of the “prosumer” - people who both produce and consume 
energy. And this will transform the relationship between utilities 
and customers. 


TNB is shifting towards a value-centric approach to understand 
customers’ needs, upgrading contact centers to serve customers 
remotely, and equipping the company’s workforce with data 
scientists and other digital talent that can keep pace with 
increasingly complex customer needs. 


"We have started products and services such as clean power 
generation, smart home technology and improvements in energy 
efficiency, as well as energy-saving solutions,” Azman said. 


TNB’s push to penetrate international markets is driven in part by 
the desire to exchange technology and expertise that can improve 
the company’s services. Last year, TNB acquired a 50 percent stake 
in Vortex Solar Investments Sarl, which has an operational 365MW 
solar photovoltaic (PV) portfolio in the U.K. through Vortex Solar 
U.K. Ltd. Earlier, TNB bought a 30 percent shareholding in Turkish 
power company, GAMA Enerji AS and another 30 percent interest 
in Indian power company, GMR Energy Ltd. 


Future-Proof Regulations 


As the industry landscape shifts, national regulatory environments 
will need to change alongside it. Subsidies for traditional power 
sources, such as those that still exist in Malaysia, are ultimately 
holding back the growth of renewables. But this will change. 


As Dato’ Abdul Razak Abdul Majid, Chairman of the Energy Council 
of Malaysia, said at the CEPSI conference, stakeholders are “crying 
out for transparency, efficiency, tariff-setting mechanisms, fuel-cost 
management and customer choice.” 


Malaysia has already implemented mechanisms like incentive- 
based regulation and the Imbalance Cost Pass-Through 
mechanism, which represent key steps forward in liberalizing the 
power industry and contributing to greater power supply stability 
and transparency. 


“This has enabled TNB to operate more efficiently and offer 
competitively-priced electricity tariffs to our customers,” Azman said. 


Ultimately, incremental regulatory improvements will help utilities 
like TNB deliver lower market-driven tariffs, world-class reliability 
and security, more engagement with prosumer customers, more 
decentralized and digitalized power and a cleaner environment. 


“The nature and the form that the electricity supply industry will take 
in the next few years is going to be totally different from what you're 
seeing now,” Azman said. “The utility industry needs to move in step 
with technology, and regulators need to make sure the industry can 
serve the interests of the people.” 


That said, TNB is also exploring the potential of using its network 

to deliver Internet connection, with a pilot project having started in 
Melaka to assess the plan’s viability and to optimize and monetize its 
asset utilization over the longer term. 
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Technology has doused the fiery old debate about what 


constitutes art with kerosene as a 
integrate the latest technologies into their work, reigniting the 


new generation of artists 


discussion with a different question: Where is the line between 
art and technology? 


=—@® The question is quick to 


divide purists and progressives, the 
former fixated on traditional skills 
and aesthetics, the latter on breaking 
boundaries and exploring 
self-expression. Both make 
persuasive arguments about the role 
of technology in art, but the purists 
fail to acknowledge what the 
progressives have argued all along: If 
art is a reflection and interpretation 
of the world, it’s inevitable that it 
would become intertwined with the 
technology that’s shaping the way we 
live. 


So it has - the emergence of 
technology-driven art and art-infused 
technology has made an indelible 
impression on gallery-goers, museum 
patrons and performance spectators 
around the world. This branch of 
contemporary aesthetics, dubbed 
‘new media art’, has laid waste to 


previously-accepted dividing lines, 
bringing art into the lab and 
technology into the studio. As 
technology continues to change our 
world, its intersection with art will 
serve as a breeding ground for new 
forms of self-expression, redefining 
what it means to be an artist along the 
way. Therein lies the future. 


From Paint Brush to 
Pixel and Beyond 


It’s always difficult to tie the genesis of 
an artistic movement to a particular 
person, place or work of art. For every 
piece that becomes the flagship of a 
new movement the work of several 
unsung heroes is severed on the 
chopping block of history. Such is the 
case for the fusion of art and 
technology, yet here the starting point 
is even more difficult to define due to 


its all-encompassing nature - it 
isn't simply a stylistic movement, 
it's an entirely new approach to 
artistic expression. 


Narrowing in on the big bang of 
tech-driven artwork often begins 
with an exercise in semantics: 
What is art? What is technology? 
And what does it mean for the two 
to intersect? While the answers 
remain elusive, the marriage of art 
and technology arguably began 
when photography muscled past 
the custodians of fine art and 
found its way onto gallery walls in 
the early 20th century, more than 
a hundred years after the camera 
was invented. 


Critics and spectators were 
skeptical. Photography involved 
the use of mechanical technology 
and science in the form of cameras 
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and dark room chemical procedures. 
Many felt the medium was void of 
artistic spirit due to the lack of technical 
mastery and the ability to reproduce 
multiple copies of the same 
photograph. Yet photography became 
and remains one of the most popular 
mediums among artists and art 
enthusiasts. 


Art. and technology continued to 
intersect throughout the 20th century, 
and museums began to include audio 
exhibits, experimental videos, light 
installations, digitally-manipulated 
photos and more. Each met with 
resistance as purists sought to protect 
traditional forms of art, but technology's 
steady creep into daily life permeated 
the art world and eventually wore down 
the naysayers. As art moved from 
paintbrush to pixel and beyond, the 
message was Clear; the fusion of art and 
technology is here to stay. 
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==—=@ A Feedback Loop for 
the Future 


Technology has drastically changed 
the way that people live, work and 
communicate over the past two 
centuries. Now in the fourth 
industrial revolution, we're 
embedding a vast range of 
technologies in society at an 
increasingly rapid pace. Robotics, 
artificial intelligence, nanotechnology 
and the Internet of Things are among 
the powerful advancements that are 
shaping our lives in the 21st century. 


The benefits are clear - greater 
productivity, connectivity and 
capabilities - but an important 
drawback is often overlooked: As the 
drive for more advanced technology 
dominates our focus, we often fail to 
reflect on what the arrival of such 
technology means for the human 
condition and where humans will be 
able to create and contribute unique 
value. Some fear that new 
technology will leave many people 
unable to make meaningful 
contributions economically and 
elsewhere, effectively rendering 
them irrelevant. 


Against this backdrop, art is more 
important than ever because it gives 
people a voice and perspective that is 
uniquely human. No matter how 
much technology artists use in their 
work, the outcome still conveys 
thoughts and emotions that only a 
human could express and 
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understand. In turn, art has the power 
to inform technologists and influence 
the direction of technology, creating a 
feedback loop that shapes our future. 
Emotion is among the defining 
differences between humans and 
robots. When humans experience an 
emotion, it leads to thoughts and 
action. Human intelligence evolved as 
people came to better understand this 
process. By contrast, robots started 
with action - repetitive automated 
tasks. Through the evolution of 
artificial intelligence there is potential 
for robots to experience thought and 
emotion. But for now they cannot, thus 
art exists in a realm that robots cannot 
truly enter. However robots and other 
technology can still influence art and 
play a role through human inclusion. 


“We are focused on the essential 
elements of technology. We create 
artwork that offers an opportunity to 
explore the relationship between 
technology and humans,” Daito 
Manabe said in an interview for ART + 
TECHNOLOGY. “Our common goal is to 
utilize the power of technology to make 
the world a better and fun place.” 


Daito creates multimedia experiences 
that explore the interplay between 
humans and technology. His work 
brings together audio and video - 
mediums already widely used in the 
art world - with newer technologies 
including software programming and 
drones. 


Contemporary art places greater 
emphasis on process and audience 


participation, which makes the viewer's 
interpretation the most important part 
of the artistic experience. We move 
from the tools and materials used to 
create the artwork to the intended 
theme and then to audience 
interpretation and participation. Both 
artist and spectator play a role in 
creating value. 


It is here that the coalescence of art 
and technology reawaken us to the 
human element and important 
questions about how we will interact 
with technology in the future. The 
technology that surprises us today will 
become another aspect of daily life 
tomorrow, but the art that confuses us 
today will surprise us with new 
meaning as we come to understand 
how it reflects humanity. 
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ART + TECHNOLOGY 
Explored 


Unlike Warhol, Picasso and other 
heavyweights of a bygone era, few 
new media artists are household 
names. However, that’s likely to 
change over the coming years as 
programs like the ART + TECHNOLOGY 
digital video series draw attention to 
artists producing thought-provoking 
works, 


Produced by Bloomberg Media in 
partnership with Hyundai Motor 
Company, the ART + TECHNOLOGY 
project profiles artists who are 
founding a new genre using modern 
technology in their artwork. Born from 
a mutual commitment to the arts, ART 
+ TECHNOLOGY explores how these 
disparate fields are working together 
to move society forward, sharing the 
works of inspiring artists with an 
audience of influential opinion-leaders 
who are interested in both art and 
innovation. 


ART + TECHNOLOGY profiles artists 
working across a broad range of 
subgenres including projection 
mapping, robotics, virtual reality and 
biochemistry. With a soundtrack 
composed entirely by artificial 
intelligence, the project reflects 
Bloomberg Media and Hyundai Motor 
Company's desire to foster innovative 
thinking through technology and its 
commitment to making the arts 
accessible to everyone. 


“We have always been a strong 
supporter of the Arts globally and our 
commitment is a reflection of our values 
fostering innovative thinking and 
technology,” Wonhong Cho, Hyundai 
Motor Company Chief Marketing 
Officer, said. "Together with Bloomberg 
Media Group, we hope to accelerate 
many possibilities and inspiration in the 
future era of art and technology.” 


Filmmaker Milica Zec, for instance, is 
using virtual reality headsets to add 
depth to her work. Zec’s virtual reality 
debut GIANT puts viewers ina 
basement with a family as they 
struggle to survive a war-time bombing 
-areflection of her experience 
growing up in war-torn Syria. 


"VR technology can enhance 
storytelling by placing you, the viewer, 
as a character. So you are part of the 
story,” she said in her ART + 
TECHNOLOGY interview. “The reason | 
made GIANT was because | wanted to 
speak about what happens to 
innocent families in conflict zones.” 


It's a harrowing artistic experience that 
puts most viewers in a situation they 
would never otherwise experience. The 
raw emotional intensity has the 
potential to evoke a response that could 
lead viewers change their perspective 
about war and empathize victims. 


Meanwhile, Marco Donnarumma is 
exploring artistic collaboration 
between humans and robots in 


Germany through the fusion of sound, 
computation and biotechnology. He 
creates artwork where the human and 
robotic elements are inseparable. 


“The idea of art is a human idea,” he 
Said in his ART + TECHNOLOGY 
interview. “Robots have no human 
ideas, but this does not mean that we 
cannot co-create. The beauty of it is 
exactly how we manage to combine 
the different and particular capabilities 
of human beings and machines into 
something meaningful.” 


Whether artists use data, artificial 
intelligence, robotics or something 
else, the interplay between art and 
technology has only just begun. As the 
pace of technological advancements 
accelerates so too will the exploration 
of exciting new ways that we can 
express ourselves and find meaning in 
the world. 


The new renaissance is upon us. i 


Catch the latest episode 

of ART + TECHNOLOGY on 
bloomberg.com/ad/hyundai/ 
artandtechnology 


Find us on YouTube 
artandtechbloomberg 
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While the U.S.economy has continued to grow over the 
past year, economies in Europe and in emerging markets 
have not done as well as some analysts expected. 

Europe has failed to meet economist expectations, and 
recent shocks throughout emerging markets, such as the 
Brazilian truckers’ strike, have hampered economic growth 
in those countries. Still, overall global growth remains pos- 
itive. Portfolio managers at OppenheimerFunds expect 
global growth to continue, slowing slightly to around 3.6 
percent to 3.7 percent for the year (rather than the 3.9 
percent forecast by the IMF). 

“Where we are, from a longer-term, cyclical standpoint, 
hasn’t really changed,” says Hemant Baijal, Co-Head of the 
Global Debt Team and Head of Multi-Sector Fixed Income at 
OppenheimerFunds. “We expect global growth to reassert 
the same kind of trends that we had at the end of last year.” 

Investors may see U.S. growth begin to slow back down 
from its current heady pace, while non-U.S. growth starts 
to pick up. 


Emerging Markets Poised to Stabilize in 2019 


Baijal says emerging markets, which experienced a 
number of unexpected shocks this year, appear poised to 
stabilize next year, thanks to policy actions by their central 
banks. 

“For emerging markets generally to do well, global 
growth needs to be higher, and U.S. global financial condi- 
tions need to be easier,” Baijal says. “We didn’t have that 
this year, so the significant degradation in emerging market 
asset prices is not that surprising. But we do expect that 
to change toward the end of this year and early next year.” 


Finding Value in Europe 


After performing very well in 2017, European growth 
slowed this year due to several factors, including a moderation 


in earnings estimates and a slight appreciation in the dollar, 
says George Evans, Chief Investment Officer, Equities, and 
Portfolio Manager at OppenheimerFunds, adding that he 
anticipates the dollar will resume its fall over the medium to 
long term. 

“We anticipate some stabilization and maybe reacceleration 
of growth there that should be reflected in earnings. Long- 
term, Europe is cheap relative to its own history, and relative 
to the United States,” says Evans. 


Structural Change in Japan Creates Opportunities 


“We perceive a structural change in Japan Inc., and this is 
likely to lead to an increasing opportunity set of the types 
of companies that equity investors want to hold long-term,” 
Evans says. 

Those structural changes have led to more companies 
bringing on outside investors and incorporating return targets 
into their business plans. 


Chinese Consumers Have Worldwide Impact 


The growth of the Chinese consumer market remains a trend 
that’s impacting equities worldwide. China is the world’s 
second-largest economy, and its growing middle class has 
an increasing amount of discretionary income to spend. 

Continued tariff disputes between China and the U.S., 
however, may impact Chinese corporations as well as com- 
panies that have extensive supply chain relationships with 
them. If these disputes drag on, the impact on the global 
economy will grow in magnitude. 

With positive developments in emerging markets, Europe 
and Asia, OppenheimerFunds is optimistic going into 2019. 
While the pace of growth may slow in the U.S., international 
markets appear poised to pick up the slack. Global investors 
looking to diversify their holdings will find plenty of oppor- 
tunity to do so abroad. 


DISCOVER MORE INSIGHTS ON GLOBAL MARKETS AT: OPPENHEIMERFUNDS.COM/GLOBAL 


OppenheimerFunds: . 
The Right Way => 
tolnvest “aR 


yaa MAR g ory. YF ae F,. 
pyre hier s 
y ¥ 


em, Ss 


FROM SEA TO 
SHINING + 


/ ia 


Indian to Arctic, that is. Or Caspian to Mediterranean. Or Baltic to Black. 
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76% of global GDP comes from outside the U.S.' 

There’s a whole world out there. 

And Oppenheimer Global Investing looks beyond borders to find tomorrow’s opportunities. 

Like countries aspiring to the world stage, and companies reinventing how everything gets done. 


The horizon isn’t a boundary. It’s an invitation. 


CHALLENGE BORDERS. CHALLENGE THE INDEX. 


OppenheimerFunds.com/global 


1. CIA World Factbook, World Bank as of 12/31/17. 
Foreign investments may be volatile and involve additional expenses and special risks including currency fluctuations, foreign taxes and political and economic uncertainties. Fixed 


income investing entails credit and interest rate risks. When interest rates rise, bond prices generally fall, and the Fund’s share prices can fall. 


Carefully consider fund investment objectives, risks, charges and expenses. Visit oppenheimerfunds.com or call your advisor for a 
prospectus with this and other fund information. Read it carefully before investing. 


OppenheimerFunds is not affiliated with Bloomberg. ©2018 OppenheimerFunds Distributor, Inc. 
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Bold Steps, 
Bright Future 


The first CIE offers an opportunity for foreign players 


to reach more Chinese consumers By Deng Yaqing 


U.S. food and agricultural giant Cargill attracted 
a steady stream of visitors to its booth at the 
first China International Import Expo. For many, 
the temptation of quality beef was hard to 
resist. 


During the event, held in Shanghai on Nov. 
5-10, the company signed cooperative 
agreements worth more than $2.4 billion with 
Chinese partners, covering beef, grain, food 
ingredients, cotton and iron ore. 


“The Chinese market is vital to Cargill,” said 
Liu Jun, President of Cargill China, adding that 
in the past seven years, Cargill’s investment in 
China has doubled. 


“As far as Cargill is concerned, the first CIIE 
helped us strengthen ties with our stake- 
holders and gain a better knowledge of the 
Chinese market,” said Liu, who confirmed 
that the company will continuously scale up 
its investment in China and join hands with its 
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Chinese partners to provide local consumers 
with safe, healthy food. 


To balance its foreign trade and pursue high- 
quality development, China has activated a 
new round of opening up, and expanding 
imports is a top priority. The first CIIE, which 
will be held on an annual basis, attracted 172 
countries, regions and international organiza- 
tions, more than 3,600 companies and some 
400,000 domestic and foreign purchasers. 


Common aspirations 


The CIIE is China’s first import expo held at the 
national level, and an innovation in the history 
of global trade. The list of products that trav- 
eled across borders and were on display was 
all-encompassing, ranging from the largest— 
a 200-ton planer milling machine—to the 
smallest—a cardiac pacemaker the size of a 
vitamin capsule; from the most luxurious— 


ra 


an Italian-made helicopter with a price tag 

of 200 million yuan ($28.87 million—to the 
most common: Iberian ham. Besides tangible 
goods, various services also found their way 
to the expo, including logistics, tourism and 
smart home solutions, among others. 


At the expo’s opening ceremony on Nov. 

5, Chinese President Xi Jinping announced 
that the country will further its opening-up 
initiative in five ways: stimulate the potential 
for increased imports; continue to broaden 
market access; foster a world-class business 
environment; explore new horizons for 
opening up; and promote international coop- 
eration at the multilateral and bilateral levels. 


“The CIIE demonstrates China’s consistent 
position of supporting the multilateral trad- 
ing system and promoting free trade. It is 

a concrete action by China to advance an 
open world economy and support economic 
globalization,” said Xi, whose views on open- 
ness, free trade and globalization received 
extensive applause from attendees. 


“What we need today is not more borders but 
less borders,” said World Trade Organization 
Director General Roberto Azevédo. “We need 
countries to leverage their potential to help 
each other and to give more opportunities to 
business and growth.” 


In astatement, Simon Birmingham, Australian 
Minister for Trade, Tourism and Investment, 
praised Xi’s strong commitment to China’s 
ongoing reform and opening up, and his 
remarks on the need to preserve and 
strengthen the rules-based multilateral trad- 
ing system. 


Liam Fox, U.K. Secretary of State for 
International Trade, said it was “fantastic” to 
hear more from Xi on China further opening 


Visitors experience flying a passen- 
ger jet at the Boeing Corporation 
booth during the first China Inter- 
national Import Expo in Shanghai 
on Nov. 6 
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A special feature produced by BEUING REVIEW 


up its market to imports and investment, add- 
ing that the British government is “delighted 
to be supporting the event.” 


“President Xi gave an important speech,” said 
Dhia Khaled, Tunisian Ambassador to China. 
“He gave direction to China’s future in terms 
of economic and commercial interactions 
with foreign countries. | think the future is 
bright, not only for China, but also for its part- 
ners.” 


Aziz Mekouar, Morocco’s Ambassador to 
China, said free trade has lifted hundreds of 
millions of people out of poverty. “President 
Xi announced new measures to open the 
market and expressed support for free trade, 
which can bring enormous wealth to human 
society,” he said. 


“In the future, China’s market will become 
bigger as per-capita income continues to 
grow. China’s further opening up will lead to 
more cooperation,” said Mekouar. 


Trade creating wealth 


Among the experts and entrepreneurs pres- 
ent at the expo, most agreed that free trade 
generates wealth for people around the world 
and is an indispensable element to ensure 
peace and prosperity. 


“This is a moment for China to take a leader- 
ship role in multilateralism,” said John Denton, 
Secretary General of the International 
Chamber of Commerce (ICQ), referring to the 
Silk Road Economic Belt and 21st-Century 
Maritime Silk Road Initiative as one example 
of China pushing forward openness. 


Denton said almost one in three workers 

in the world relies on the success of ICC 
member businesses to ensure their prosper- 
ity, and—looking through the eyes of ICC 
members and those who work for them— 
they want free trade to continue. 


“Today, globalization is facing substantive 
difficulties, and an open mindset and continu- 
ous innovation are necessary to deal with 
current difficulties,” said Ding Lei, founder and 
CEO of Chinese tech company NetEase, who 
believes that is the only way growth momen- 
tum can be sustained among countries and 
enterprises. 


Long Guogiang, a research fellow with the 
Development Research Center of the State 
Council, China’s cabinet, pointed out that the 
ultimate purpose of international trade is to 
benefit as many people as possible. To this 
end, efforts should be made in three ways: 


First, an open, inclusive and stable internation- 
al environment for trade and economy needs 
to be put in place, which makes the existence 
of a multilateral trading system necessary. 


Second, concerted efforts should be made 


to ensure that businesses and people from 
less developed countries can be integrated 
into trade. Consideration should be given to 
the gap between developed and developing 
countries, and preferential treatment should 
be extended to the latter. 


Third, the best use of technological progress 
needs to be made, and innovation in business 
models and technologies should be fully 
leveraged. 


“To benefit more people, we should be cau- 
tious with the employment of protectionist 
measures such as tariffs,” Long said. 


A huge market 


As the world’s largest platform focused on im- 
ports, the CIIE was extremely popular among 
enterprises from around the world. 


“The Chinese market accounts for 20 percent 
of our sales. Today, our largest market outside 
of the United States is Germany, and we 
expect China to equal what we are selling in 
Europe,” said Joseph A. Braun, Vice President 
of Hurco Companies, Inc., an Indianapolis- 
based global industrial automation company 
that designs and produces interactive com- 
puter controls, software and computerized 
machine systems for metal cutting and metal 
forming industries. 


“The parts that Chinese workers are making 
today are very sophisticated. They require 
advanced solutions,” Braun said. Typically, 

a highly trained operator is needed to run a 
sophisticated machine tool. But for Hurco ma- 
chines, anyone can work as an operator after 
receiving 15 minutes of training, which makes 
such machines more likely to be widely used 
in the ongoing upgrading of China’s manufac- 
turing industry. 


As supply-side structural reform keeps deep- 
ening in China, the country’s home appliance 
industry is restructuring under the influence 
of digital and intelligent technologies. Against 
this backdrop, Whirlpool Corporation, a U.S. 
multinational home appliances manufacturer, 
opened a smart factory in Hefei, in east 
China’s Anhui Province, in November 2017. 


“Chinese people’s power of consumption has 
been growing recently. To fulfill demands aris- 
ing from consumption upgrading, some new 
and advanced products should be developed 
to match specific demands,” said Samuel Wu, 
President of Whirlpool Asia, noting that the 
company customizes its products to meet 
Chinese consumer needs. 


Arecently unveiled refrigerator named Frozen 
Age is one example. A special compartment is 
designed to store skincare products like facial 
masks, while the temperature in different 
compartments can be adjusted to accom- 
modate different types of foods. 
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Deals for intended purchase ote 
of goods and services 
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(Source: China International Import Expo 
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Wu said Whirlpool Asia has always competed 
with its Chinese rivals on a fair playing field, 
and local governments have always been 
willing to offer help to their businesses op- 
erating in China, as with the building of the 
Hefei factory. 


“With excellent technologies and customized 
products, we are confident that Whirlpool 
Asia will manage to grasp 


the eruptive growth . 
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By Benedikt Kammel 


@ At the G-20, Russian _ @ Days after announcing @ Bayer said it will | @ Russia threatened 
President Vladimir Putin a trade truce with Chinese . to target countries 

said he and Saudi Arabia __ President Xi Jinping, cut 12,000 jobs, that store U.S. missiles 
Crown Prince Mohammed President Donald Trump many of them in should Washington 

bin Salman agreed to curbs | called himself a “Tariff Germany, as it withdraw from a landmark 
on oil production. That sent | Man” in a tweet, unsettling . . / arms treaty dating to 
petroleum prices jumping investors and setting off reorganizes Its — 1987 that helped end 

the most since June, but an 800-point decline in business structure | the Cold War. The US. 
within days, both sides the Dow Jones industrial in the wake has accused Russia of 
cautioned that there was average on Dec. 4. violating the accord, which 
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proposal. 
@ Tensions have flared again in 
Eastern Europe after Russia seized 
three Ukrainian navy vessels in the He said striking no deal with 
Kerch Strait and arrested their crews. the European Union would be 
Ukraine says the incident occurred in catastrophic. Former BoE Chief 
neutral waters. Mervyn King was critical of Carney 
and his calculations, writing for 
Bloomberg Opinion that “It saddens @ Deutsche Bank’s headquarters in Frankfurt was raided by more than 170 
me to see the Bank of England police as part of a money laundering investigation. All eight members of the 
' unnecessarily drawn into this project.” management board had their offices searched. 
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Iran sanctions. 


The ruling family blasted the 
organization as “useless.” Saudi 
Arabia, by the far the biggest producer 


Senator Lindsey Graham (R-S.C.) links Saudi Arabia Crown Prince Mohammed inside OPEC, has spent the past 
bin Salman to the slaying of Jamal Khashoggi, after a Dec. 4 briefing by CIA two years isolating its Gulf neighbor 
Director Gina Haspel. politically and financially. 


@ Tiffany & Co. shares slumped the most in four years on disappointing sales growth because tourists are shopping less. 


@ Life expectancy in the U.S. dropped for the third consecutive year amid the rise in suicide and drug overdoses. 


@ Marriott International said it’s probing a hack of reservations that may affect some 500 million guests at its Starwood unit. 
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@ Norway’s Magnus Carlsen successfully defended his title as world chess champion against Fabiano Caruana of the U.S. 
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> The Battle for Britain 


A divided British Parliament votes on Theresa May’s 
Brexit proposal on Dec. 11. The outcome may determine 
whether she stays on as Prime Minister—or if the U.K. 
can come up with another alternative to crashing out of 
the European Union without a deal. 
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> ANA, the only Japanese 
buyer of the Airbus A380, 
rolls out the first of three 
jumbos from the paint 
shop on Dec. 18, with livery 
resembling a sea turtle. 
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> The Gulf Cooperation 
Council gathers on Dec. 9 in 
Saudi Arabia, which invited 
Qatar to attend, suggesting 
Riyadh wants better ties 
with its estranged neighbor. 


> U.S. November retail 
sales will be released 

on Dec. 14, providing a 
first clue to consumers’ 
willingness to spend this 
holiday season. 


> Nissan’s board meets on 
Dec. 17 to vote on anew 
chairman, after ousting 
Carlos Ghosn following his 
arrest in Tokyo last month. 


> The Swiss National 
Bank assesses its 
monetary policy on Dec. 13. 
Switzerland’s economy 
unexpectedly contracted 

in the third quarter. 


> The governing council 
of the European Central 
Bank holds its monetary 
policy meeting on 

Dec. 13. It’s expected to 

cap bond-buying. 


An American Patriot 


@ The country misses the virtues exemplified by George H.W. Bush 


The death of the 41st president will be much mourned, his 
passing serving as a memorial to a seemingly vanished era of 
temperance and civility in Washington. His “kinder, gentler” 
style of politics stands in unavoidable contrast to that of 
the current occupant of the White House. But this should 
not occlude the main reason to celebrate the life of George 
Herbert Walker Bush—namely that he was both a patriot and 
a politician and he understood those roles as intimately con- 
nected and complementary. 

He sought power for himself, but tried to exercise it for 
the benefit of others. 

Bush enlisted in the U.S. Navy at age 18 to fight in World 
War II. He was soon flying combat missions over the Pacific. 
In 1944 his plane was shot out of the sky. Bush ejected into 
the ocean and was eventually rescued by a submarine. 

His political career was extraordinary. He served in 
Congress, at the United Nations, and as chairman of the 
Republican Party under President Richard Nixon. He was the 
nation’s chief diplomat in China and the head of the CIA. After 
eight years as vice president to President Ronald Reagan, 
he ran for president in 1988 as arguably the best-prepared 
candidate in the nation’s history. 


As president he launched and won the Gulf War but 
refrained from marching on Saddam Hussein’s government 
in Baghdad—an exercise of caution that was criticized at the 
time but looks wise at this distance. He promised not to raise 
taxes, then approved a budget deal that did, for which many 
in his party never forgave him. The measure was essential to 
restore fiscal control. His successor reaped the benefit. 

After losing a difficult reelection race to Bill Clinton, 
Bush didn’t waver in his commitment to public service. He 
grew gracefully into the role of wise man, and over time 
he and Clinton became close partners in many notable 
humanitarian efforts. 

Modesty and dedication of the kind Bush exemplified 
haven’t in fact vanished from American politics. Decency, 
purpose, and patriotic commitment can be found all across 
the country. But those qualities have receded from the spot- 
light, because Americans have allowed them to. The best way 
to honor the legacy of a brave and decent man is to recog- 
nize the importance of those virtues, and to demand no less 
of candidates for public office, high or low. @ 


For more commentary, go to bloomberg.com/opinion 
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Hugo Chavez’s 
Long Goodbye 


@ Twenty years since he came to 
power—and five years after he died— 
Venezuela's stuck with his revolution 


@ By David Papadopoulos 


Hugo Chavez had barely been in office two months when 
Nelson Chitty La Roche, a burly, gruff, gun-toting lawmaker 
from the Venezuelan political establishment, told me he 
was fed up. Chitty didn’t care for the way the young socialist 
leader was pushing around Congress and threatening to rule 
by decree, and he let out, somewhat flippantly, that he was 
starting to map out plans to have him impeached. 

It was an absurd notion. In those heady, early days of the 
regime, Chavez was wildly popular. Polls showed he had the 
support of about 80 percent of the population, an estimate 
that, if anything, struck me as low. He was their showman, 
their savior, their avenger—the man who would speak for 
them and fight for them and provide for them. 

Trying to drive him out of power then would have caused 
a wicked backlash. And yet here was a high-ranking law- 
maker talking openly about such a possibility, giving voice to 
a notion I’ve heard countless times since—that the Chavistas’ 
days are numbered, that the regime is bound to collapse 
under the weight of its own incompetence. 

Dec. 6 marks the 20th anniversary of the landslide elec- 
toral victory that first brought Chavez to power. And, amaz- 
ingly, his socialist government still stands. (Nicolas Maduro 
took over as president upon Chavez’s death five years ago.) 
So when I hear chatter about the imminent demise of the 
regime, it leaves me somewhat cold. 

Sure, the place seems ripe for change. Even from my 
vantage in the U.S., where the trauma of a kidnapping in 
Venezuela still haunts my family, the excruciating crisis the 
Chavistas have engendered is plain to see: the hyperinflation, 
the starvation, the epidemics. Talk of a military coup swirls 
constantly; international sanctions are hamstringing top 
officials; and neighboring governments, now in the hands 
of right-leaning leaders, are growing increasingly impatient 
with Maduro’s inability to control the flood of migrants pour- 
ing into their countries. 

But this regime, through guile and brute force, has managed 
to overcome any number of existential challenges before. So 
while you should not be surprised to find the Chavistas out of 
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power in, say, 20 days, you should equally not be surprised if 
they manage to survive for an additional 20 years. 

I arrived in Caracas in 1993. Just out of college, the trip was 
something of a lark—more an adventure than anything else. I 
stepped off the plane into what turned out to be the twilight 
years of Venezuela’s “Fourth Republic.” The go-go days of the 
1970s oil bbom—the AAA credit rating, the imported sports 
cars, the one-day shopping trips to Miami, where “We Accept 
Bolivars” signs hung in store windows—had long since passed. 
The hangover had set in. Venezuelans now refer to this period 
as the time “when we were happy and didn’t know it.” 

A year before my arrival, Chavez, then a midlevel mili- 
tary officer, had orchestrated a coup attempt. He and his co- 
conspirators were sick of the corruption and inequality they 
saw. The coup was a bust—Chavez failed to take Caracas—but 
when the government agreed to let him address the country 
on national TV for a brief moment before surrendering, a 
cult figure was born: the silver-tongued rebel in the red beret. 

When he launched his candidacy in 1998, following a 
presidential pardon, it became instantly clear there would 
be no stopping him. The country had been in economic 
decline for almost two decades, and, like the electorates 
across much of Europe and the Americas today, Venezuelans 
were desperate to hand the reins to an outsider. Watching 
the political establishment attempt to break his momen- 
tum was almost comical. They tried one trick after another, 
including forcing all but one of the main centrist candidates 
to back out of the race so they could put forward a single 
compromise candidate. It made no difference. He won by 
almost 20 percentage points. 

The night of Chavez’s victory, I remember leaving the 
Bloomberg News office in eastern Caracas, an upscale dis- 
trict that had to be one of the few spots in the country that 
hadn’t erupted in wild celebration. The streets were dead, 
the eerie silence interrupted only once by a handful of Chavez 
supporters on motorcycles making a rowdy foray into enemy 
territory to gloat. 

Once in power, Chavez was nonstop action. He national- 
ized companies by the dozen, imposed controls on currency 
transactions, and set limits on the interest rates and prices 
businesses could charge. He purged the upper ranks of the 
state-run oil giant—the untouchable goose that laid the golden 
egg—and then had the company divert precious resources 
away from energy fields and into socialist-style manufactur- 
ing co-ops and other boondoggles. 

He fended off a coup attempt, blacklisted voters who tried 
to have him recalled, took over the TV and radio airwaves, 
and created a Sunday talk show, Alo Presidente, where he 
waxed poetic about Simon Bolivar, mocked George W. Bush, 
and sang and told jokes for hours on end. He became the 
international darling of the leftist movement, shipping sub- 
sidized fuel to Nicaragua and Cuba (the Castros, in exchange, 
sent doctors and teachers to Venezuela), giving away heat- 
ing oil to the poor in the Bronx, signing joint ventures with 
Iran and Russia, financing Argentina after its default, and » 
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even hobnobbing with Hollywood’s radical set—Sean Penn, 
Oliver Stone, Michael Moore. And, of course, he drafted a 
new constitution, giving birth to the “Fifth Republic,” which 
allowed him (and later Maduro) to seek reelection indefinitely. 

I was long gone by the time most of this stuff happened. 
Passing up the chance to cover one of the most controver- 
sial figures of the 2ist century may not have been the smart- 
est decision of my journalistic career, but when Bloomberg 
offered me a posting in Brazil in 1999, I took it. I had seen 
Venezuelans suffer enough and had a strong premonition that 
things were about to get a lot worse. “Chavez is going to turn 
Venezuela into the next Cuba” was an expression you heard 
a lot in Caracas financial circles back then. It was a depress- 
ing thought—and ultimately a correct one. The wild oil rally of 
the 2000s, which took prices from $11 a barrel the day Chavez 
was elected to as high as $145, would delay the reckoning by 
about a decade. But it was inevitable. 

So my Venezuelan girlfriend and I married and ran off 
to Brazil, where we spent a couple of years before eventu- 
ally settling down outside New York City. We returned to 
visit her family every so often until 2008, when I walked 
out of the shower of our Connecticut home one morning 
to the sound of her frantic screams. I found her slumped 
on the dining room floor, the phone pressed to her ear, a 
wild look in her eyes. Her brother was calling from Caracas. 
Their father, he was telling her, had been kidnapped by 
Colombian guerrillas. 

It’s the kind of call you always fear—there had been false 
alarms before, including a plot once to abduct the two of us— 
but never truly expect. The news struck her so violently that 
she fell ill. I rushed her to the hospital that afternoon, where 
they gave her some pills, and the next morning we were on 
a flight to Caracas with our two kids. 

This sort of kidnapping had become common by then. 
It was easy to understand why. In Colombia, the right-wing 
president, Alvaro Uribe, was relentlessly hammering the guer- 
rillas. Across the border in Venezuela, Chavez was project- 
ing a much more accepting and forgiving stance toward his 
fellow leftists. So, naturally, they began moving deeper and 
deeper into Venezuela. The vast western plains became—and 
remain—lawless country: kidnapping, murder, land invasion, 
vigilante justice. 

The guerrillas nabbed my father-in-law as he was arriv- 
ing early one evening at his cattle ranch in San Carlos, a 
dusty little town several hours west of Caracas. Four of them 
hid in the brush by the front gate. When he pulled up, they 
pounced. Two guns—“big, scary guns, like Glocks,” he later 
told me—were pressed to his head. “ELN, kidnapping,” the 
men shouted. (Today, the ELN is Colombia’s biggest rebel 
group; reports suggest they continue to expand their oper- 
ations in Venezuela, having recently pushed into the illegal 
gold trade.) 

As they sped off into the surrounding hills, one of them 
told my father-in-law in a thick Colombian accent: “Jefe, 
we’ve been looking for you for many months.” They drove 
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and walked for days, moving under the cover of darkness 
and feeding him canned sardines or the monkeys and opos- 
sums they killed. 

Back in Caracas, we were kept on the move too. We’d 
been advised to frequently change locations because quick- 
strike second kidnappings weren’t uncommon. We slept lit- 
tle, trusted no one, and held late-night vigils. A week went 
by. Then another. And another. Finally, word came one eve- 
ning there had been a breakthrough in ransom negotiations. 
He’d been freed at a junction not far from his ranch and was 
being rushed back to Caracas. It was a wild scene when he 
arrived that night. A kind of euphoria washed over everyone. 

When my family and I boarded our flight to New York 
a few days later, we left Venezuela for the last time. I’m 
sure we’ll return at some point, but truthfully the idea of 
going back—even for a few days—has almost never come up 
since. It’s all become too painful. Besides, who’s left? One 
brother moved to Panama shortly after the kidnapping. 
Then another one did. Finally the old man himself reluc- 
tantly made the move. 

In so doing, they joined the early stages of the great 
Venezuelan exodus. Now, thousands leave every day. They 
can be found almost everywhere, including all around us in 
Norwalk, Conn. Within a few miles of our house, there are 
four Venezuelan restaurants. When we arrived here in 2001, 
we found only one—in the entire county. 

Venezuelans, you see, were never migrants. Why would 
they be? The country is spectacularly beautiful and, as a 
founding member of OPEC, always took in enough petro- 
dollars, even in the worst of times, to keep from sinking into 
the extreme despair that afflicted surrounding nations. But 
now, with the economy a fraction of its former size, oil pro- 
duction collapsing, the government’s bonds in default, infla- 
tion running above 200,000 percent, long-eradicated diseases 
reemerging, starvation killing off the weakest, the murder 
rate soaring, dissidents tortured, and votes rigged, there’s 
little, if any, reason to stay. Chavez and Maduro slowly, step 
by step, destroyed Venezuela’s economy and democracy. 
And the military, the one institution the two men always 
made sure to feed well, has remained-—so far, at least—in the 
regime’s hip pocket. 

There’s this fable about a frog and a pot of water that 
Venezuelans have adopted to describe what happened to 
them. Place a frog in a pot of boiling water, the story goes, 
and it will jump out. But place it in a pot of cold water and 
gradually, almost imperceptibly, ratchet up the temperature, 
and the frog will calmly sit there until it’s boiled to death. 

The internet tells me this isn’t true, that the frog will jump 
out. But don’t mind that. It makes for a good fable and brings 
me back to Chitty and the conversation we had that day in 
1999. Maybe I shouldn’t have scoffed at his impeachment idea. 
Maybe he was right. As improbable as it seemed, maybe the 
Chavistas needed to be removed right then and there, at the 
very first sight of unlawful conduct, long before they man- 
aged to bring the pot to a boil. © 
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Recovery 


© Once America’s most 
valuable company, it’s struggling 
under a heavy debt load 


General Electric Co.’s 126-year-long story is one of 
survival by reinvention. While many of its contem- 
poraries have flamed out or merged away their iden- 
tities, GE has remained a household name and a 
symbol of corporate America. But these rebirths had 
side effects, and those are now behind GE’s greatest 
crisis since the Great Recession. 

On Oct. 1, Larry Culp became just the 12th chief 
executive to lead the industrial conglomerate that 
traces its roots to Thomas Edison. He arguably has 
the hardest job of them all. GE stock had collapsed 
by more than 50 percent in the year leading up to 
his abrupt appointment, and it’s fallen more than 
an additional 30 percent since; on Dec. 4, it closed 
at $7.28. Some GE bonds have traded at junk-like 
levels amid doubts over the company’s ability to 
manage its debt load. Culp must sell assets to raise 
funds, restore credibility to GE’s earnings reports, 
and create a mix of businesses with the potential 


to not only survive his turnaround efforts but also 
thrive over the long term. And—perhaps most 
important—he has to act quickly, because inves- 
tors’ patience is wearing thin. 

Slumping demand for gas turbines and a years- 
long push to shrink the company have eroded 
GE’s industrial cash flow. Meanwhile, a surprise 
$15 billion reserve shortfall disclosed in January at 
a legacy long-term-care insurance business effec- 
tively shut off the cash spigot from the GE Capital 
finance arm (page 26). That’s undercut GE’s ability 
to bear what analysts estimate to be $100 billion in 
net liabilities after accounting for potential added 
cash needs at GE Capital, including a bigger-than- 
expected hole in the insurance business. JPMorgan 
Chase & Co. analyst Steve Tusa in November cut his 
share price target to $6—a level last seen in the early 
1990s, when Jack Welch was at the helm. 

Welch was both revered and hated for uproot- 
ing the company’s jobs-for-life culture with his 
relentless pursuit of higher profits and industry 
dominance. That mentality, mimicked with less 
success by his replacement, Jeff Immelt, is what 
allowed the recent downturn in the power mar- 
ket to become such a catastrophe for GE. The ® 
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4 company prioritized scale over discipline and 
was overly optimistic about demand trends for 
too long. There’s no better example than Immelt’s 
poorly timed $10 billion purchase of Alstom SA’s 
energy assets in 2015. GE took a $22 billion write- 
down in its power unit in this year’s third quarter, 
mostly because of that deal. The business booked 
a $631 million operating loss in the period, and GE 
says it’s too uncertain of that division’s trajectory 
to update its 2018 cash flow and earnings guidance. 
The power business’s relative importance 
has grown in recent years. After wrong-way bets 
at GE Capital forced Immelt to cut the dividend 
for the first time since the Great Depression, he 
attempted to revitalize the company by refocusing 
on its industrial core. This led to the divestiture of 
NBCUniversal, completed in 2013, and an acceler- 
ated wind-down of GE Capital starting in 2015. But 
with those sales went much of the cash flow sup- 
porting GE’s partially rebuilt dividend. A later pivot 
into industrial software soaked up plenty of cash 
with little to show for it. Cutting GE’s quarterly divi- 
dend was one of the first orders of business for John 
Flannery after he replaced Immelt as CEO in 2017. 
Flannery had the unpleasant but necessary task 
of laying GE’s shortcomings out in the open. The 
$15 billion reserve shortfall disclosed in January was 
the first sign management may not have a handle 
on the company’s liabilities. The hole was multiples 
of the $3 billion benchmark management had dis- 
cussed just a few months earlier and was a stunning 
gap in a business that supposedly had been stress- 
tested every year. Then came the Oct. 1 announce- 
ment that GE would write down substantially all of 
the goodwill in its power unit. That eroded what 
was left of management’s credibility; Flannery was 
ousted that same day, after just 14 months in the job. 
Now, it’s Culp’s turn in the dunking chair. He 
was beloved as Danaher Corp.’s CEO for his impres- 
sive track record of buying and improving busi- 
nesses. But he never had to deal with the kind of 
debt squeeze he faces at GE. Culp appears to have 
taken criticisms of Flannery’s lack of aggressive- 
ness to heart. In about his first two months on the 
job, he cut GE’s quarterly dividend again to a mere 
penny per share and accelerated the sale of GE’s 
stake in Baker Hughes, the oilfield-services com- 
pany with which it merged its energy assets in 
2017. GE could hardly have picked a worse time to 
start selling Baker Hughes shares, with the stock 
near its lowest levels since the deal. But it was a 
testament to Culp’s resolve and temporarily sated 
investors’ need for action. Culp is also splitting up 
the power unit to speed operating improvements, 
with one business focused on the troublesome gas 
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turbines and services unit and another dedicated to 
healthier parts of the market such as grid solutions. 

Still, Culp’s decision to appoint a trio of insiders 
to lead the new power units raises concerns about 
his willingness to make radical cultural changes. 
He’s still learning how to handle his higher pro- 
file at GE, with his public comments doing more to 
unsettle than soothe investors. His waffling on the 
possibility of selling GE shares and GE’s recent shift 
into attack-dog mode over negative analyst reports 
seem misplaced until Culp lays out a more compre- 
hensive turnaround plan, expected in early 2019. 

For GE to begin the healing process, investors 
need to know how bad things are. This starts with 
setting 2019 targets GE can actually hit after years of 
big misses, but it’s also about providing transparency 
on the company’s liabilities. Higher-than-expected 
costs from U.S. tax reform and the outcome ofa U.S. 
Department of Justice investigation into GE’s WMC 
subprime mortgage business are among the possi- 
ble factors that could force the company to funnel 
additional funds to GE Capital beyond the $3 billion 
it’s already committed to for 2019. 

Furthermore, that reserve shortfall in GE’s long- 
term-care insurance business may get bigger under 
new accounting rules set to take effect in 2021 that 
mandate the adoption of a standardized discount 
rate and require companies to update liability calcu- 
lations each year. A shareholder lawsuit alleges GE 
improperly managed reserve assumptions for the 
long-term-care business and fraudulently pulled for- 
ward revenue tied to product service agreements; 
GE denies these accusations. Former employees 
quoted in that lawsuit have been interviewed as 
part of a U.S. Securities and Exchange Commission 
investigation into GE’s accounting practices, the 
Wall Street Journal reported in late November. The 
Justice Department is also investigating. 

Reducing the adjustments to GE’s chosen earn- 
ings metrics will send a strong message that the com- 
pany’s reporting issues are behind it. GE reported 
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49¢ in adjusted consolidated earnings per share over 
the first nine months of 2018, vs. a $2.50 loss based 
on generally accepted accounting principles. A big 
swing factor there is the goodwill charge, but even 
excluding that, GE’s metrics fail to reflect its under- 
lying free cash flow and business fundamentals. 

Next, Culp has to decide how he’s going to bring 
the debt load down. Flannery announced divesti- 
tures of $20 billion in assets, including a merger of 
GE’s transportation unit with rail equipment man- 
ufacturer Wabtec Corp. and sales of a health-care 
IT business and the distributed power operations. 
In June he proposed selling a 20 percent stake in 
GE Healthcare, a big maker of medical imaging and 
monitoring equipment, and spinning or splitting 
off the rest to investors. Sticking with that plan— 
combined with a full drawdown of the Baker Hughes 
stake for an estimated $16.9 billion—should give GE 
a path to cutting its net industrial leverage in half by 
the end of 2020, to about three times earnings before 
interest, taxes, depreciation, and amortization, says 
UBS Group analyst Steven Winoker. 

Even at that reduced level, GE’s leverage would 
be higher than that of peers with similar credit 
ratings. And added liabilities at GE Capital would 
undercut this math and take away funds from debt 
reduction. GE has said it’s looking at options to off- 
load the long-term-care insurance business, but it 
would likely need to pay heavily to get someone to 
take the assets off its hands. 

That lack of wiggle room may prompt Culp 
to consider bigger changes. He’s already said he 
may instead sell as much as a 49.9 percent stake 
in GE Healthcare to raise cash. He could also carve 
out GE’s life-sciences operations from the health- 
care business and sell those on their own. UBS’s 
Winoker has estimated life sciences could fetch at 
least $21 billion—with Culp’s old company Danaher 
as one possible buyer. But that could take away the 
assets with the best growth prospects, undermining 
the appeal of the standalone health-care business. 

Another option is to divest GE’s aircraft leasing 
operations. It’s considered the crown jewel of the 
remaining finance assets, although the value of its 
portfolio came under scrutiny in late November 
after competing helicopter lessor Waypoint Leasing 
Holdings Ltd. filed for bankruptcy. GE has pushed 
back on comparisons between Waypoint and its 
Milestone Aviation arm. Fleet utilization is about 
90 percent at Milestone, GE says, compared with 
about 78 percent at Waypoint. Barclays Plc analyst 
Julian Mitchell in October estimated GE’s aircraft 
leasing assets in total could fetch more than $10 bil- 
lion in a sale. GE also likely has other smaller busi- 
nesses stashed within its main units that it can sell. 
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In particular, the reorganization of the power divi- 
sion may set up divestitures of the less-challenged 
parts of that business. 

Taken together, GE probably has enough levers 
to pull that it can scrape by. But it will be a long, 
painful process, and the big question for investors 
is what will be left once Culp is done. The current 
plan is to transform GE into an aviation, power, 
and renewable-energy company. Gas and wind tur- 
bines are essentially jet engines by another name, so 
there’s technological overlap here—but longer-term 
this isn’t an ideal combination. Both power and avi- 
ation are longer-cycle capital-intensive businesses 
that are vulnerable to economic downturns. The 
irony of GE’s crisis is that it’s happened at a time 
when industrial companies writ large are doing well. 
That won’t last forever. 

So eventually GE will need to untether the avi- 
ation business from the ugly stepchild power unit. 
One radical option is a combination of the avia- 
tion unit with Honeywell International Inc.’s aero- 
space division. That would provide opportunities 
for cost cuts to mitigate the squeeze Boeing Co. 
and Airbus SE are putting on suppliers and offer an 
answer to United Technologies Corp.’s recent $30 bil- 
lion takeover of avionics maker Rockwell Collins 
Inc. But to consider aviation deals from a position 
of offense rather than desperation, GE first needs 
to get its house—and, most important, its debt—in 
order. —Brooke Sutherland of Bloomberg Opinion 


THE BOTTOM LINE After losing more than half its stock value 
in 2018, General Electric needs a dramatic reboot. But nervous 
investors won't give new CEO Culp much time for a makeover. 
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The Money Pit That's 


Swallowing G& 


With anxiety over General Electric Co. running high 
on Wall Street, Chief Executive Officer Larry Culp 
has plenty of work to do. Perhaps his most formi- 
dable challenge will be tackling GE’s book of long- 
term-care insurance, a vestige of its GE Capital unit. 
Once little more than an afterthought, the portfolio 
has turned into a money pit that threatens to com- 
plicate GE’s turnaround efforts. 

As medical costs soar and Americans live longer, 
the assumptions GE made years earlier about what 
it will have to pay out for such things as home health 
aides and nursing home stays are proving too rosy. 
This year it said it will need an extra $15 billion to 
cover future claims, including $3.5 billion set aside so 
far. And unloading them on a would-be buyer would 
likely come at a very steep price. “It’s very difficult to 
sell” these types of policies, says GB Taglioni, North 
American leader of Boston Consulting Group Inc.’s 
insurance practice, who declined to talk about GE’s 
situation specifically. “There have been a lot of sell- 
ers, and there have been, up until now, very few 
buyers.” A GE spokeswoman declined comment 
beyond recent filings and public statements. 

While GE is hardly alone when it comes to head- 
aches caused by long-term-care policies, it stands 
out because of the sheer size of its reserve deficit. 
Complicating matters, as a reinsurer of about 
300,000 long-term-care policies, GE is on the hook 


for payouts tied to those policies, but it has no power 
to increase premiums and must rely on the primary 
insurers to raise them. (Some are held by Genworth 
Financial Inc., a former GE unit spun off in 2004.) 

To plug the deficit, GE plans to set aside the 
$15 billion it needs over seven years. And it has 
warned that the amount it needs to reserve could 
change. The open-ended nature of the obliga- 
tions makes it tough to entice buyers for the insur- 
ance assets. Industry insiders say they expect GE 
will need to cover a substantial part of its shortfall 
before drawing any serious offers. “Long-term care 
is hard to ring-fence,” UBS Securities analyst Steven 
Winoker wrote in a report to clients last month. 

Recent deals show just how costly it might 
be for GE. In August, CNO Financial Group Inc. 
agreed to pay $825 million to Canada Pension Plan 
Investment Board’s Wilton Re Holdings Ltd. to get 
some of its long-term-care policies off its books. 
The commission was equal to 30 percent of the 
$2.7 billion in reserves that CNO set aside for those 
policies. The money GE needs just to cover its 
shortfall is more than five times those reserves at 
CNO. —Katherine Chiglinsky and Sonali Basak, with 
Thomas Black and Natasha Rausch 


THE BOTTOM LINE GE’s turnaround efforts will be dogged by 
the rising costs of long-term-care insurance policies—a business it 
likely could have a tough time selling. 


China Parents Big 
Thirst for a New Milk 


@ A2’s formula, from cows that produce a 
certain protein, is a hit among mainland moms 


Global dairy giants have reaped a windfall in China 
since a 2008 tainted-milk scandal sent parents 
scurrying to buy infant formula from foreign sup- 
pliers. Multinationals including Danone SA and 
Nestlé SA today control more than half the $23.4 bil- 
lion Chinese market. But lately a different health 


concern has provided entree for a scrappy chal- 
lenger from Down Under. 

A2 Milk Co., with offices in Australia and New 
Zealand, has more than doubled its Chinese infant 
formula market share over the past year, to 5.6 per- 
cent. Its selling point: milk from New Zealand dairy 
herds that produce only a protein known as A2, 
which it contends is easier to digest than the blend 
of Ai and A2 proteins found in most European and 
U.S. herds. The naturally occurring protein variation 
stems from genetic differences among cattle breeds. 

A2 “is building a passionate following from con- 
sumers,” says Jayne Hrdlicka, the U.S.-born chief 
executive officer. “We see a huge opportunity”—not 
only in China, where it sells powdered infant for- 
mula, but also in the U.S., where the company has 
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4 started selling chilled fresh A2-only milk at retail- 
ers including Costco, Walmart, and Whole Foods. 

Founded in 2000 by a New Zealand scientist and 
a wealthy dairy producer, A2 Milk started its push 
into China about five years ago after building a fol- 
lowing in Australia and New Zealand and listing on 
stock exchanges in both countries. Its U.S. business 
is relatively small and unprofitable, but it’s push- 
ing for growth, with about 8,000 stores now car- 
rying milk that it sources from A2-only U.S. herds. 

The company’s global sales rose 68 percent in 
the year through June, to $610 million. Bloomberg 
Intelligence estimates that China accounts for at 
least half of that revenue, equally divided among 
purchases within the country and those made in 
Australia and shipped to China, often by profes- 
sional shoppers known as daigou. The globe-trotting 
daigou thrive by giving mainland consumers access 
to foreign branded items, from foods to high-fashion 
handbags—sometimes sidestepping customs duties 
that raise the cost of imported goods. 

Chinese parents, spooked by health and safety 
scares, including an infant vaccine scandal early 
this year, are splurging on premium goods for their 
kids. A2 Milk’s Platinum formula is positioned near 
the top of the market, with a week’s supply gener- 
ally selling online for 209 yuan to 228 yuan ($30- 
$33), about the same as Danone’s Chinese best-seller 
Aptamil. Claims about digestibility are another 
attraction for China, where lactose intolerance is 
prevalent. Small-scale studies in China and Australia 
found that lactose-intolerant people experienced 
less intestinal discomfort after drinking A2 milk 
compared with an A1-A2 blend, but the scientists 
said more research was needed. 

A2 Milk’s fast growth contrasts with a 20 per- 
cent drop in Chinese formula sales by Danone from 
June 30 to Sept. 30. The market leader, with an esti- 
mated 24 percent share, Danone blamed the decline 
in part on lower birthrates and stepped-up customs 
enforcement on cross-border sales of formula. 
U.K.-based Reckitt Benckiser Group Plc, which 
owns formula maker Mead Johnson, also suffered a 
third-quarter drop in China sales. It cited technical 
problems at a Dutch factory but said it expects sales 
growth to weaken. Nestlé’s China sales are still ris- 
ing, though its market share has remained at about 
15 percent for the past few years. Nestlé recently 
launched its own A2 protein-only formula in China. 

The Australian upstart faces big challenges. It’s 
more dependent than competitors on the daigou 
trade, making it especially vulnerable to customs 
enforcement, although the company says many 
of its daigou vendors already pay required import 
duties and wouldn’t be affected by stepped-up 
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enforcement. A2 Milk also needs to enlarge its 
distribution network in China; about 12,000 spe- 
cialty stores around the country now stock its for- 
mula. “Questions remain about the sustainability of 
growth,” Sam Teeger, a Sydney-based Citigroup ana- 
lyst, wrote in a recent client note. 

In the U.S., dairy producers dispute the 
Australian company’s marketing claims that A2 
milk is “easier on digestion” and “may help some 
avoid discomfort.” The National Milk Producers 
Federation says the claims aren’t adequately sup- 
ported by research and filed a complaint with the 
national advertising division of the Better Business 
Bureau. In October, the bureau referred the mat- 
ter to the Federal Trade Commission without com- 
menting on the merits of the complaint. 

A2 Milk says its advertising has passed muster 
with regulators in California, as well as in other 
countries. “The dairy industry has done what big 
incumbents do when they get a little uncomfort- 
able,” says CEO Hrdlicka. “They try to create some 
noise. We’ve got very substantial science that sits 
behind our business.” 

Hrdlicka, 56, took over as A2 Milk’s CEO in July 
after eight years as a top executive at Australian 
airline Qantas Airways Ltd. She says the fast- 
growing company is ready to take on competi- 
tors in China and the U.S. “Competition is good, 
it draws more attention to the category,” Hrdlicka 
says. “The first mover is the very significant ben- 
eficiary.” —-Carol Matlack, with Angus Whitley, 
Rachel Chang, and Weiyi Qiu 


THE BOTTOM LINE A2 Milk is winning converts in China and 
elsewhere. But U.S. dairy companies are contesting claims that the 
Australian company’s milk can be easier to digest. 
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@ No refunds! When We Roam 
shuttered, it left customers and 
employees overseas 


Megan Mann’s month in the beautiful Brazilian city 
of Florianopolis got off to a lousy start. The 32-year- 
old online marketer flew there from Buenos Aires 
at the end of April with about a dozen other peo- 
ple. All were customers or employees of We Roam, 
a startup that was basically a travel agency crossed 
with WeWork (no relation). 

We Roam, which pitched “digital nomads” on 
traveling the world while working remotely, had 
organized a series of 12 monthlong stays in differ- 
ent countries, promising to book the apartments, 
offices, and airfare in exchange for $2,000 a month 
and an upfront deposit of a few thousand dollars per 
person. Some of Mann’s companions had joined the 
trip midway or planned to bail early, but when she 
went to bed for the first time in her Florianopolis 
apartment, stop No.5, she was in for the whole 
year, she says. Then she woke up to an email labeled 
“Urgent Message From The CEO,” in which We Roam 
head Nathan Yates got right to the point. 

“Dear Members,’ wrote Yates, who declined to 
comment for this story, “there are no words for 
this. Iam devastated to announce that our dream, 


For Mann and her fellow travelers, that meant Yates 
was shutting down the company without securing 
their accommodations in their next stop, Medellin, 
Colombia, and once they got there, they’d be on 


_ their own. “We felt abandoned,” Mann says. 


Most of the 6.5 million startups created annually 
in the U.S. are doomed—50 percent to 90 percent 
fail, depending on who’s estimating. Sometimes 
that means an app no longer loads its takeout 
menus or you have to switch vendors for your IT 
software. We Roam is a reminder that a compa- 
ny’s death can have messier consequences. Its cus- 


_ tomers estimate that they lost more than $100,000 
_ altogether when the company shuttered, and some 


had to make emergency flight and hotel arrange- 
ments and replan a year of their lives. 

We Roam, founded in 2016, was Yates’s first 
startup effort. Previously, the self-styled “adventure 
capitalist” was a corporate attorney in New York 
City, where his co-founder, Sean Harvey, worked 
in sales at Yelp Inc., according to their LinkedIn 
profiles. The two men didn’t raise any money 
from venture capitalists, according to emails Yates 
sent customers that were later seen by Bloomberg 
Businessweek. They put up their own money and 
took out loans. By the time it shut down, We Roam 
had about a dozen employees, including two each 


_ accompanying each of its four active trips, a for- 


our family, our company can no longer continue.” | 


Following lawsuits, We Roam had run out of money 


and would “begin unwinding things immediately,” | 


mer staffer says. 

The trips tended to attract customers trying to 
heal from traumas of different sorts. They included 
copywriters, retail merchandisers, online English 
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teachers, movie trailer editors, and cybersecurity 
consultants. Yates’s company promised them train- 
ing wheels for a life of adventure: an itinerary, an 
internet connection, a couple of planned outings 
each month, and guaranteed travel buddies. “Their 
whole Instagram and social media presence was 
young, privileged, good-looking people having a 
good time, on their laptops laughing in Naples or 
with their laptop at the end of the pier,” says Todd 
Weinberger, a 47-year-old magazine art director who 
was traveling in Buenos Aires with We Roam when 
it shut down. “I made fun of it to my friends, but I 
still bought into it.” Yates said on his LinkedIn pro- 
file that the company grossed $2 million in revenue 
in its first year. 

Yet in February, shortly after Mann’s group flew 
from Bali to Cambodia, Yates announced that the 
company was rebranding as WY_CO, as in “Why?” 
He compared WY_CO to rappers Drake and 2 Chainz 
in a rambling Medium post. At the same time, 
Harvey, who declined to comment for this story, 
left the company. 

In the April email that surprised Mann, Yates 
wrote that the rebrand had been part of a settle- 
ment agreement with a competitor that sued over 
the name We Roam. (Court records show it was 
Roam International Inc., a global WeWork look- 
alike.) We Roam was also paying “large” quarterly 
settlement payments to another competitor, Yates 
wrote. (Court records show it was Remote Year 
Inc., which sued in February 2017, alleging theft of 
trade secrets.) The new name kneecapped WY_CO’s 
brand awareness and search engine rankings. Sales 
dwindled, and a brief final scramble for investors 
proved fruitless, according to Yates. “I will carry the 
weight of this reality the rest of my life,” he wrote. 

As Mann sat in bed reading the email, “every- 
thing was crashing before my eyes,” she recalls. “I 
had set my life up and housing up to be gone for a 
year. I’d found people to watch my dogs. And now 
I’m five months in. I can’t just go back.” 

Mann and several other Roamers continued on 
smaller trips, booking Airbnbs and paying for short- 
term workspaces. For others, the path ahead was 
more bewildering. Some We Roam customers had 
just landed for their first month when they were told 
the company was defunct. A few suddenly unem- 
ployed staffers in Florianopolis and other cities who 
didn’t yet have airfare back to the U.S. stuck around 
without pay for a couple of weeks, trying to help cus- 
tomers figure out a way forward. 

Yates’s emails said he was trying to sell some 
of the company’s intellectual property to pay cus- 
tomers back. But as the months wore on, Roamers 
started to realize that repayment wasn’t likely. Some 
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spoke to lawyers and also learned they didn’t have 
much legal recourse, because We Roam’s lenders 
had a stronger claim to any leftover value. They 
began contacting one another, and in July one cus- 
tomer, 30-year-old Rhiannon Cook, started com- 
piling a Google spreadsheet of how much money 
everyone had lost. The 33 people who supplied 
information say they’re out a total of about $107,000, 
according to Cook, who says she lost about $4,000. 
One woman says she’s down $11,500. 

“For me, where I come from, $4,000 is not a 
little amount of money,” Cook says. “We paid for 
goods and services that were never rendered, and 
they took our money.” A handful of customers 
were able to get refunds because they paid through 
PayPal Holdings Inc., which agreed to refund them. 
Every customer and former employee who spoke 
to Bloomberg Businessweek said they hadn’t heard of 
anyone being repaid directly by the company. 

Emily Bahe, a 32-year-old freelance designer from 
Kansas City, Mo., had been planning to leave on a 
three-month We Roam trip in August and had paid 
a $900 installment on her deposit five days before 
the company closed. “It’s hard for me to under- 
stand or believe that they didn’t know at the time 
what was happening and, in my mind, shouldn’t 
have accepted that payment,” she says. Another 
customer, Erin Sweeney, sued We Roam in small 
claims court in Cook County, Ill., for $4,550, the cost 
of her deposit and airfare for the trip she never got 
to take. She declined to comment, but court records 
show We Roam didn’t appear in court to contest the 
claim, so she was awarded a default judgment for 
that amount. It’s unclear if she’Il be able to collect it. 

Harvey filed for personal bankruptcy in New 
York in August and was able to discharge more than 
$280,000 worth of debt, court records show. As of 
publication, his LinkedIn profile lists him as “CRO” 
of Broker Buddha, a startup whose pitch is decidedly 
less romantic than We Roam’s. It automates the pro- 
cessing of insurance forms. 

We Roam’s customers can’t help but notice that 
Yates’s Instagram shows him traveling through Cape 
Town and California’s Joshua Tree National Park. 
(Some hashtags: #travelgram #wanderlust #happy.) 
Yates’s LinkedIn profile says he’s the CEO of a cus- 
tom surfboard company based in New York. In a 
November email to a customer, he wrote that he 
now lives in Africa and is “hoping to avoid personal 
bankruptcy altogether by restructuring my debt 
and/or delaying the majority of repayment until (and 
if) I return to the U.S.” —Ellen Huet 


THE BOTTOM LINE One of We Roam’s founders has declared 
personal bankruptcy, and the other is in Africa, leaving customers 
little hope of getting their money back. 
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China Shrinks From 
The Gattaca Age 


@ Unlike with Al, the government has decried 
one scientist’s gene editing as a rogue act 


Even in the futuristic discipline of genetic engi- 
neering, scientific conferences are generally staid 
affairs. The Second International Summit on Human 
Genome Editing, held Nov. 27-29 in Hong Kong, 
looked like it would be no exception—until a Chinese 
scientist upended the agenda. On Nov. 26, U.S.- 
trained, Shenzhen-based He Jiankui announced that 
he’d altered the genes of a human embryo to create 
the first so-called designer baby, like something out 
of the movie Gattaca. Actually, two babies: twin girls 
from whom He said he’d deleted a gene that makes 
people susceptible to HIV. The geneticist provided 
details of his work in a series of YouTube videos; he 
hasn’t yet published peer-reviewed documentation. 

It was a moment many bioethicists had feared 
was inevitable, particularly in the world’s most 
populous country. Chinese researchers have exper- 
imented prolifically with the Crispr gene-editing 
technique since its 2012 discovery, fueling concerns 
among Western scientists that they might blow past 
the consensus on how to do so safely and ethically. 
Many of the field’s leaders were predictably out- 
raged. Jennifer Doudna, Crispr’s co-inventor, called 
He’s actions “truly unacceptable.” 

Less expected was the reaction of the Chinese 
government. On Nov. 29, Xu Nanping, vice minis- 
ter of science and technology, told state TV that 
authorities had halted work at He’s lab and planned 
“a comprehensive and objective investigation.” Vice 
Minister of Industry and Information Technology 
Huai Jinpeng said the government would take a 
“zero-tolerance attitude in dealing with dishonor- 
able behavior” and would bar He from a national sci- 
ence award for which he was a candidate. 

Those signs that China may restrict genetic 
research more than previously thought mark a 
sharp contrast with the country’s approach to arti- 
ficial intelligence. Al-enabled facial recognition is 
now a fact of daily life in many Chinese cities, where 
it’s used to autonomously issue tickets for offenses 
like jaywalking. And with state encouragement, 
municipal governments and internet companies 
such as Alibaba Group Holding Ltd. have created 
elaborate “social credit” systems that would strike 
most Westerners as Orwellian. The systems tally 
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behavior deemed social or antisocial to produce 
an overall score that can affect access to public ser- 
vices. Fail to pay traffic fines, for example, and you 
might find yourself unable to book train tickets. 

Beijing’s response to He removes a degree of 
ambiguity from Chinese rules. While the U.S. and 
Europe have placed tight restrictions on the use of 
Crispr in reproduction, China’s main regulation on 
the subject is a set of in vitro fertilization rules dat- 
ing to 2003, long before the invention of gene editing 
as we know it. Xu, however, said those rules forbid 
work of the kind He says he performed. 

Chinese scientists quickly closed ranks against 
He. In a joint statement, a group of 122 Chinese 
researchers from institutions including the elite 
Peking and Fudan universities called his project 
“madness” and urged the government to toughen 
its rules further. He’s actions, they said, “delivered a 
blow to the reputation and development of Chinese 
biological research in the eyes of the world.” The 
Genetics Society of China and the Chinese Society 
for Cell Biology issued similar denunciations. 

While Crispr has shown significant promise for 
treating disease, little is known about its long-term 
risks, and many of He’s fellow scientists say they’re 
worried about accidentally altering more genes than 
the ones intended. Especially risky, they say, is the 
technique He says he performed, “germline editing,” 
which results in changes that can be passed on to a 
patient’s descendants. Germline editing “will change 
the gene pool of the human species,” Renzong Qiu, 
a senior academic at the Chinese Academy of Social 
Sciences, said at the Hong Kong conference. “How 
could Dr. He and [his] team change the gene pool of 
the human species without considering the need to 
consult other parts of the human species?” 

Things are looking dicey for He, who stood by 
his work at the conference but hasn’t been seen in 
public since. Harmonicare Medical Holdings Ltd., 
the owner of the hospital that He said approved 
his work, said in a Nov. 27 filing that it never did 
so and that signatures on an application for ethi- 
cal review appear to have been forged. The hospi- 
tal, Harmonicare said, “will invite public-security 
organizations to participate in the investigations 
and pursue the legal responsibilities of the relevant 
individuals.” No one knows what they’II find, but 
one thing seems clear: The first doctor to (appar- 
ently) genetically engineer a human baby isn’t going 
to become a wealthy celebrity. He might be lucky 
to stay out of jail. —Matthew Campbell, with Rachel 
Chang, Bruce Einhorn, and Daniela Wei 


THE BOTTOM LINE Far from endorsing human gene editing, 
China’s science and technology ministry said its rules forbid the kind 
of work one scientist performed. His problems are mounting. 


December 10, 2018 


@ He 


ANTHONY KWAN/BLOOMBERG 


PEIM3 NOATOTOBUNA TPYNNA "What's News" VK.COM/WSNWS 


PEJIV3 NOATOTOBUJIA FPYNNA "What's News" VK.COM/WSNWS 


_ mm TECHNOLOGY 


Bloomberg Businessweek 


Fighting Amazon, 


Robot to Robot 


In an enormous space at an undisclosed U.S. loca- 
tion, a four-wheeled autonomous vehicle the size 
of a microwave oven rolls up to a robotic arm and 
stops suddenly. The arm swivels, inserts a probe 
into the vehicle’s plastic bin, and, with a whooshing 
sound, retrieves a box of Hamburger Helper. The 
arm drops the processed pasta-and-sauce concoc- 
tion into a cardboard box for shipment, and another 
little robot car takes it away. 

This system has been a closely guarded secret. 
But a few days after Thanksgiving, with shopping 
season under way, the robots’ creator, Boston 
startup Berkshire Grey Inc., gave a Bloomberg 
Businessweek reporter a peek, as dozens of little 
machines scurried around the vast warehouse. 

Berkshire Grey built the system for a large 
retailer not named Amazon. The startup, founded 
in 2013, charges tens of millions of dollars for these 
installations, pitching them as a way for retailers 
to compete with the ruthless efficiency of Amazon 
.com Inc. Jeff Bezos’ company has trained custom- 
ers to say, “I want exactly what I want, and I want it 
now. And, oh, by the way, I expect the shipping to 
be free,’ says Tom Wagner, Berkshire Grey’s chief 
executive officer. 

The likes of Walmart, Target, and Best Buy have 
little choice but to reach more customers online. 
On Black Friday, online retail revenue rose 24 per- 
cent from the previous year, while customer traffic 
in stores fell about 2 percent, according to Adobe 
Analytics and ShopperTrak, which monitor online 
stores and physical ones, respectively. Amazon said 
this year’s Cyber Monday was the biggest shopping 
day in company history. 

Wagner, previously chief technology officer 
for vacuum maker IRobot Corp., got the idea for 
Berkshire Grey in 2012 after visiting a retail distri- 
bution center. Amazon had just paid $775 million 
for Kiva Systems Inc., a maker of robots that ferry 
shelves around warehouses, and other retailers 
didn’t seem to recognize that the bots represented 
a serious competitive advantage in the notori- 
ously brutal delivery business. “It’s hugely labor- 
intensive,” Wagner says of the industry. “And the 
jobs themselves are not highly sought after.” 

That’s an understatement. Working in a retail 
warehouse is so physically demanding and the 


to Bezos’ warehouse drones 


wages so low that even in an era of automation, 
companies routinely struggle to find enough work- 
ers and face almost continual criticism about low 
wages and exploitative, unsafe environments. On 
Black Friday, Amazon workers in Germany, Spain, 
and Italy walked out during their shifts to protest 
their conditions. 

Wagner says Berkshire Grey’s system goes 
beyond Amazon’s robot helpers. He’s using robots 
to pick, pack, and ship most items, typically with- 
out any human contact. The small robots, known as 
FlexBots, work like little self-driving cars, pulling up 
under shelves and nudging plastic bins full of goods 
onto their platforms. The bots then bring the bins to 
robotic arms that grab items and place them in ship- 
ping boxes, which are then sorted by another set of 
robotic arms and conveyor belts. 

Amazon and other retailers still use humans to 
pick up items, because replicating the human hand, 
which can just as easily grab a lightbulb as it can a 
pack of AA batteries, is one of the toughest problems 
in robotics. The key technical breakthrough was suc- 
tion cups, says Matt Mason, Berkshire Grey’s chief 
scientist and a Carnegie Mellon University computer 
science professor who specializes in grip. > 
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@ Startup Berkshire Grey has an alternative 


Vv Suction cups and 

air compression help 
Berkshire Grey’s robotic 
arm better approximate 
the versatility of the 
human hand 
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4 Mason and Berkshire Grey’s 100 employees, 
spread across a Lexington, Mass., headquarters 
and a Pittsburgh research and development lab, 
designed a system that uses cameras connected 
to artificial intelligence software to scan and iden- 
tify each item, verifying that it belongs in the ship- 
ping queue and determining where to grab it. The 
software directs a robotic arm with a flexible cup 
on the end and fires an air compressor to create a 
vacuum to lift the item off the FlexBot’s tray and 
drop it in a box for shipping. 

Berkshire Grey says it’s signed up several large 
retail and shipping companies and that its custom- 
ers have reduced the labor costs of picking items by 
as much as 80 percent. Humans still need to handle 


The Race to 
Build 
Prediction Tools 


@ Researchers and officials aim for tools simple 
enough for daily use against massive blazes 


As firefighters work to clean up the remains of the 
Camp Fire, the deadliest and most destructive in 
California history, blazes like it are becoming some- 
thing even scarier: normal. Seven of the state’s 
20 costliest fires have occurred in 2017 and 2018; 
last year, California spent $180 billion battling them. 
More than 1.7 million acres have burned this year, 
according to the California Department of Forestry 
and Fire Protection, an area larger than the state 
of Delaware. Blazes bigger than 100,000 acres, once 
outliers, are now common enough that responders 
needed a term for them. They settled on “megafire.” 
The Golden State has become a testing ground 
for technology that aims to predict and combat 
such blazes, or even prevent them. Before first 
responders hit a fire’s front line, data analysts plot 
strategies in far-off labs and office parks, using 
software to arrive at “a better understanding of 
how fire responds to its environment and how it 
behaves,” says Rod Linn, a senior scientist at the 
Los Alamos National Laboratory in New Mexico. 
Linn has spent almost three decades collaborat- 
ing with the U.S. Forest Service on a 3D modeling 
program to predict fires’ paths based on everything 
from wind and temperature data to the slope of 
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goods that are fragile or weigh more than 5 pounds, 
says Wagner, though he adds that the company 
could design systems to handle heavier loads. 

He won’t win the robotic arms race that easily. 
In May, Kroger Co. paid $248 million for a minority 
stake in the U.K.-based grocer Ocado, which is devel- 
oping fully automated warehouses. And in October, 
tech news site the Information reported that Amazon 
was developing its own vacuum gripper. But Wagner 
doesn’t necessarily have to beat Amazon. Most retail- 
ers are so far behind that even keeping pace would 
be a victory. —Max Chafkin, with Spencer Soper 


THE BOTTOM LINE $ Berkshire Grey’s technological edge over 
Amazon's robots may not last long, but for now its robots may be 
the best option for other retailers. 


a particular hillside and the situation of adjacent 
buildings and power lines. Their project, Firetec, 
once a hard-to-manage supercomputer, has evolved 
into software that can guide officials in positioning 
people and equipment and setting controlled fires. 

California’s rising temperatures and worsening 
droughts are making fires hotter, deadlier—and less 
predictable. To be more useful to first responders, 
the software has to get much simpler, says Carolyn 
Sieg, a plant ecologist at the Forest Service’s Rocky 
Mountain Research Station who works closely with 
Linn. The agency has begun spending a bigger por- 
tion of its $2.6 billion fire-suppression budget on 
modeling that’s more useful in day-to-day battles. 

Mapbox Inc. and Intergraph Corp. are among 
the companies working to streamline and com- 
mercialize fire-modeling-and-prediction software. 
The early leader is privately held Environmental 
Systems Research Institute Inc. in Redlands, Calif. 
Esri has 350,000 organizations using its propri- 
etary software to generate live fire maps and 
smoke forecasts drawn from satellite imagery, 
social media, and field reports. For first respond- 
ers, Esri’s geographic maps, dubbed GIS, collect 
historical data to improve coordination, evacu- 
ation plans, and personnel tracking. “It’s hard to 
have good situational awareness without these 
tools,” says Russ Johnson, Esri’s director of public 
safety and homeland security solutions. 

Like Sieg, Johnson says the software has to get 
simple enough to make its way onto the front line— 
and fast. As megafires become a part of Californians’ 
lives, first responders need all the help they can get. 
—Adam Popescu 


THE BOTTOM LINE Technology is aiding the on-the-ground battle 
against devastating wildfires, but increasingly dangerous weather 
conditions present escalating challenges. 
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WHAT THE ROAD DEMANDS, 
THE GS DELIVERS. 


While you may think of the road as a series of curves and straights, 
the Lexus GS takes a more detailed approach. Continually 
analyzing the road's contours and composition, the GS reacts 
to its ever-changing circumstances with lightning-fast shifts and 
an exceptionally agile suspension. Available in FSPORT, the 
GS 300, GS 350 and GS 350 AWD are ready for just about 


anything the road sends your way. 


VARIABLE DRIVE MODES AVAILABLE ALL-WHEEL DRIVE 


AVAILABLE 12.3-INCH EIGHT-SPEED TRANSMISSION 
MULTIMEDIA DISPLAY WITH PADDLE SHIFTERS (RWD) 


Options shown. ©2018 Lexus 
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a ASK YOUR BROKER QUESTIONS. 
#1 


a ASK YOUR BROKER MORE QUESTIONS. 


Visit Schwab.com/Questions to learn more 


Wealth Management at Charles Schwab 
PLANNING | PORTFOLIO MANAGEMENT | INCOME STRATEGIES | BANKING 


“Highest in Investor Satisfaction with 
Full Service Brokerage Firms, Three Years In a Row.” 
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Pier Village promotes itself as a “jewel on the New 
Jersey coast.” It features Victorian-inspired ocean- 
front apartments, a pool club, and expensive 
restaurants. At a shoreline property built by Extell 
Development Co. in partnership with Kushner Cos., 
786-square-foot one-bedroom apartments are being 
marketed for as much as $2,765 a month. At an adja- 
cent development site, Kushner Cos. is construct- 
ing a 72-room luxury hotel. 

The area is also, officially, distressed. That’s 
because this section of Long Branch, N.J., has 
been deemed an “opportunity zone,” a classifica- 
tion created in President Trump’s 2017 tax law, 
meant to spur investment in poor communities. 
Real estate developers are eligible for generous 
perks that include deferring some taxes and avoid- 
ing them altogether on future capital gains from 
projects in these areas if they own them for more 
than a decade. Kushner Cos. is one of many devel- 
opers buying into about 9,000 opportunity zones 
across the country. 

Only property purchased since the law was 
enacted is eligible, meaning the apartment build- 
ing and the planned hotel can’t directly benefit. 
But since the area received the designation in April, 
Kushner Cos., owned by the family of Trump’s son- 
in-law, Jared Kushner, has spent more than $13 mil- 
lion buying additional properties in the zone, 
putting the company in position to take advantage 
of the tax breaks on future projects in the expanding 
beachfront complex. Jared Kushner hasn’t had any 
role in Kushner Cos. since becoming a senior adviser 
to the president in January 2017, his representatives 
have repeatedly said. A spokeswoman for the com- 
pany didn’t comment. 

Some opportunity zones are far less distressed 
than others. Designated areas in Queens, N.Y., 
have drawn investment from Amazon.com Inc. 
and Goldman Sachs Group Inc. Some have criti- 
cized the program for making tax breaks available 
to projects that would have happened anyway in 
neighborhoods that are already gentrifying. 

Pier Village isn’t the sort of area that opportu- 
nity zones were designed to help. The law used 
2010 census data to identify potential tracts, 
mostly disregarding economic changes in the past 
eight years. And because the census only counts 
“usual residents,” it doesn’t track the incomes 
of the seasonal residents who flock to the beach 
town in the summer, doubling the population. The 
census tract that includes Pier Village and other 
parts of Long Branch had a 22.6 percent poverty 
rate in 2010, just above the provision’s 20 percent 
threshold. New Jersey has more than 200 census 
tracts with higher poverty rates, but only about 
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one-third of them were among the 169 to receive 
the designation. 

Under the tax provision, governors can nom- 
inate 25 percent of a state’s low-income census 
tracts as opportunity zones. New Jersey Governor 
Phil Murphy, a Democrat who took office in 
January, submitted his recommendations to the 
U.S. Department of the Treasury in March after 
working with staff of Democratic Senator Cory 
Booker, who’s received financial support for his 
campaigns from the Kushner and Trump families. 
A spokesman for the senator says his staff helped 
explain the program to local officials but didn’t 
weigh in on the selection of Long Branch or any- 
where else. 

“No outside entity had any involvement in the 
selection of the zones, which was done through an 
objective process,” Christine Lee, a spokeswoman 
for Murphy, wrote in an email. Murphy distributed 
zones among counties based on the population in 
poverty and used a formula that weighed income, 
unemployment, property values, proximity to 
transit hubs, and existing investment, she said. 
Poverty has increased in the tract since the 2010 
census, she said, and the presence of high-end 
seasonal housing “did not disqualify them from 
receiving an opportunity zone designation,” even 
though Monmouth County, where Long Branch is 
located, is among the nation’s wealthiest. 

The Kushner family has deep roots in Long 
Branch. Charles Kushner, Jared’s father, built his 
real estate fortune in New Jersey before pivoting » 
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4 to New York a decade ago, and his family has 
summered in the community for decades. At a 
January groundbreaking for the hotel, Jared’s sis- 
ter Nicole Meyer recalled walking the town’s board- 
walk with their grandmother Rae Kushner, who 
owned a condominium there. In 2007 the family 
upgraded, spending $4 million on a beachfront 
home with a pool and tennis court outside what 
would become the opportunity zone. 

After the designation, the Kushners purchased 
the 24-room Bungalow Hotel for $9 million in May 
and spent $4.15 million in August on two single- 
family homes, all in the zone. The homes are in “one 
of the most desirable beachfront destinations along 
the Jersey Shore,” the Kislak Organization, which 
brokered the transactions, said in a statement when 
the deals closed. 

To get the benefits, opportunity zone investors 
need to spend funds equal to the purchase price 
on improvements to the property. They must also 
invest through so-called qualified opportunity 
funds. So far, most lawyers have been structur- 
ing deals so that those funds own stakes in limited 
liability companies, which in turn own the prop- 
erty. There are no public disclosure requirements 
for qualified opportunity funds, and selling inter- 
ests in the LLCs doesn’t require disclosure either. 
Treasury hasn’t published any rules that would 
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allow the IRS to vet these structures, and indus- 
try groups have argued against creating any, say- 
ing that doing so would be “overly stringent.” 

Structuring purchases in opportunity zones to 
be compliant with the program is “a no-brainer,” 
says Terri Adler, managing partner at Duval & 
Stachenfeld LLP, a New York law firm that special- 
izes in complex real estate transactions. The only 
major exceptions, she says, would be for develop- 
ers who plan to sell within a short time or for inves- 
tors who don’t pay U.S. taxes. 

Jared Kushner, who transferred many assets to 
family members when he became a White House 
adviser, was still a beneficiary of the company that 
bought the houses as of January, according to his 
most recent financial disclosure. 

Kushner Cos. would not say whether it plans to 
take advantage of the tax breaks. Even if it doesn’t, 
the opportunity zone designation could prove 
lucrative. Investors expect to see prices spike 
for the best development sites in places that are 
already gentrifying. And a surge of development 
by others could make the entire area, including 
the Kushner properties, more valuable. —Caleb 
Melby and David Kocieniewski 


THE BOTTOM LINE The opportunity zones in Trump’s tax law are 
supposed to attract investment to low-income areas. But some of 
the neighborhoods aren't exactly struggling. 
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Barbarians at the 
Switching Station 


@ Activist funds are telling Europe’s phone 
companies to get out of the phone business 


Telecommunications companies have long been 
the unglamorous workhorses of the stock market, 
favored by investors who appreciate the generous 
dividends thrown off by their utility-like business 
and, until recently, the relative lack of volatility 
in their share prices. But as the industry’s stocks 
have suffered—the index of big European telcos 
is down by a quarter since 2015—two U.S.-based 
hedge funds have been buying into the phone com- 
panies and advocating a radical solution: Stop run- 
ning phone networks. 

This paradoxical plan is being road-tested in Italy, 
where Elliott Management Corp., billionaire Paul 
Singer’s hedge fund, has staged a coup at Telecom 


Italia SpA. Elliott acquired 8.9 percent of the car- 
rier and used its position to overhaul the board in 
May and then remove the chief executive officer on 
Nov. 13. The ouster advanced Elliott’s monthslong 
campaign for splitting out the company’s national 
network, an idea resisted by former CEO Amos 
Genish and French media conglomerate Vivendi 
SA, Telecom Italia’s biggest shareholder, with about 
a quarter of the stock. At the time of the Elliott pur- 
chase, Telecom Italia had “no clear strategic path 
forward” and needed dramatic action such as a 
spinoff of its network, the hedge fund said in a state- 
ment last spring. 

The activists say telecom companies should 
take a page from the energy industry, where pipe- 
lines and power grids have largely been separated 
from retail operations. In happier times, the carri- 
ers’ income-focused shareholder base might have 
simply dismissed such a proposal. But the sector’s 
stalling growth makes them more inclined to listen 
to the Americans. With almost everyone carrying 
a smartphone, there aren’t many new customers. 
And the advent of Skype, iMessage, WhatsApp, and 
Facebook Messenger has sharply eaten into the > 
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4 most fundamental services they offer: voice calls 
and text messaging. At the same time, competition 
from new entrants has spurred margin-killing price 
wars just as the incumbents must invest billions in 
fiber-optic and next-gen mobile networks. 

Elliott has also built a stake in Europe’s big- 
gest mobile operator, Vodafone Group Plc. The 
fund hasn’t disclosed the size of its position or its 
agenda, but just weeks after the investment was 
reported in July, Vodafone CEO Nick Read floated 
the idea of inviting outsiders to invest in the com- 
pany’s network of 58,000 cellular towers—a plan 
opposed by his predecessor, Vittorio Colao, who 
quit in May. Selling its European towers could net 
Vodafone enough cash to pay off about a third of its 
roughly €32 billion ($36.3 billion) in bonds and bank 
loans, says George Salmon, an analyst at Hargreaves 
Lansdown, a top-20 shareholder in Vodafone and BT 
Group Plc, Britain’s former phone monopoly. But, 
he says, “selling off the family silver to pay down 
debt isn’t a great idea.” 

In October, David Einhorn’s Greenlight Capital 
revealed what it calls a “medium-sized” stake in BT, 
just as the carrier also underwent a change in man- 
agement. In a letter to investors, Greenlight said BT 
could “unlock value” by spinning off Openreach, a 
network operations subsidiary formed in 2006 to 
ensure equal access to rival service providers. BT’s 
chairman and outgoing CEO disagree with this the- 
sis, but the company has seen its stock fall more than 
AO percent since 2015 as it’s endured an accounting 
scandal in Italy and a prolonged battle with the U.K. 
regulator. When incoming CEO Philip Jansen takes 
the reins in February, restive shareholders may 
demand serious action. Some owners “have a view 
that these stocks have gotten very cheap and that 
management’s not doing enough or isn’t focused on 
the right thing,” says Jefferies LLC analyst Jerry Dellis. 

The prospect of carving out the “pipes” to the 
internet from messy phone-company owners has 
financiers salivating. Pure infrastructure attracts 
large, reliable investors such as pension funds, which 
are willing to support heavy capital spending as a 
path to steady, long-term returns. And companies 
such as American Tower Corp. and Cellnex Telecom 
SA, focused on mobile antennas, enjoy higher valu- 
ations and easier access to credit than beleaguered 
telcos, which have to worry about customer ser- 
vice and other distractions. In recent months com- 
panies including Allianz Capital Partners, Omers 
Infrastructure Management, and Horizon Equity 
Partners have poured money into European tele- 
communications infrastructure companies. 

The longer-term effects of chopping up the tele- 
coms are unclear, especially for the customer-service 
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bits marooned from their networks. At Telecom 
Italia, one idea is a merger of the service com- 
pany with a broadcaster such as Silvio Berlusconi’s 
Mediaset SpA or Comcast Corp.’s Sky Italia. Franco 
Lombardi, head of Asati, a group representing 9,000 
small Telecom Italia shareholders with a combined 
stake of about 1 percent, rejects that idea, saying it’s 
imperative for the operator to maintain control of its 
network. An infrastructure spinoff “would impov- 
erish the phone company in the long run,” he says. 
“But this is something a short-term activist inves- 
tor clearly doesn’t care about.” —Thomas Seal, with 
Daniele Lepido and Scott Deveau 


THE BOTTOM LINE Taking a page from the energy industry, 
where grids have largely been separated from retail operations, 
activists say phone companies should sell their infrastructure. 
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@ JPMorgan’s CEO is dogged by protesters 


Jamie Dimon was on stage at a community college in 
Ohio in November, telling students not to get scared 
by the snakes and alligators they’ll see in life. A few 
feet away, an activist named Ruth Breech reminded 
herself to stay calm: “I need to be ready.” When 
JPMorgan Chase & Co.’s leader paused a moment 
and looked to his left, Breech, at 5-foot-2, was stand- 
ing beside his chair. “It’s so good to see you again,” 
she said. She and another protester raised a ban- 
ner: “Chase: Stop profiting off dirty energy.’ Dimon 
adjusted his tie. 

Dimon is the only remaining Wall Street boss 
who led a global bank before the financial crisis. 
JPMorgan is so big and profitable, and the billion- 
aire has won so much influence, that he’s being fol- 
lowed around the U.S. by a growing crew of critics 
who want the bank to join their fights against climate 
change, human-rights abuses, and private prisons. 
Some have tried to get his attention by scaling Park 
Avenue flagpoles or blasting audio of crying children 
outside his apartment. 

The critics have gotten louder since Donald 
Trump became president, turning to corporations 


@ Dimon 
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and their celebrity executives to address problems 
Washington creates or ignores. “When government 
actors are ignoring their responsibility to listen to 
regular people who don’t have lots of money, these 
other avenues, like corporate actors, are all the more 
important,” says Moira Birss, an environmentalist 
who interpreted for Spanish-speaking activists at 
the bank’s shareholder meeting in May. “People like 
Jamie Dimon should welcome those opportunities.” 

The CEO is annoyed by the activism that now 
overshadows the bank’s annual conclave. “The 
shareholder meeting has become a farce,” Dimon 
told clients and employees in Washington in 
October. “I’m not against social groups,” he said, but 
the meetings “get hijacked.” A JPMorgan spokesman 
declined to comment. 

In September, Breech and climate activists dis- 
rupted Dimon’s talk at a hotel in Philadelphia 
with shouts about fossil fuels. JPMorgan lends to 
TransCanada Corp., whose controversial Keystone 
XL pipeline got approval from President Trump to 
carry fuel from the Alberta tar sands to the Gulf. 
Before that, eight people were arrested when immi- 
gration activists blocked the streets outside his co-op 
on Manhattan’s Upper East Side. At one point, pro- 
testers at the gates to his building halted their 
chants, called for silence, and played the audio of 
Central American children sobbing in a detention 
center after being separated from their parents by 
U.S. authorities at the border. JPMorgan lends to 
GEO Group Inc. and CoreCivic Inc., which run facil- 
ities that hold immigrant families in Texas. 

At this May’s meeting outside Dallas, Juleon 
Robinson of the New Economy Project asked Dimon 
if Chase would provide reparations for giving less 
banking access and fewer loans to black and Latino 
customers in New York. “You seem like a bright 
young man who is highly misinformed,” Dimon said, 
before ticking through some of the bank’s philan- 
thropic initiatives. 

“Mr. Dimon, if you go into the neighborhoods like 
the South Bronx and invest this money...” Robinson 
said, before getting cut off. “I know,” Dimon said, “I 
was there three times recently.” 

The CEO is used to a different reception inside his 
bank, where subordinates sometimes treat him like 
a cross between a guru and a rock star. After 2011’s 
Occupy Wall Street protests and the bank’s $6.2 bil- 
lion London Whale trading fiasco a year later, Dimon 
survived a 2013 attempt to strip him of his role as 
chairman, cementing his power. His stature has only 
grown. He’s embarking on the bank’s first national 
branch expansion in more than a decade, oversee- 
ing plans to tear down the company’s Park Avenue 
skyscraper to build a taller one, and finishing a 
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term as head of the Business Roundtable, a lobby- 
ing group for big business. 

Even though Dimon swats down speculation 
that he’ll run for president, he said in September 
that he could beat Trump in an election. If he were 
ever to go into politics, some of these protesters 
are ready to stand in his way. “Communities would 
come out of the woodwork,” says Frankie Orona 
of the Society of Native Nations, who picketed 
JPMorgan in Texas this year. 

Dimon isn’t the only Wall Street boss attracting 
critics. At this year’s Wells Fargo & Co. shareholder 
meeting, where protesters demanded it halt busi- 
ness with the National Rifle Association, CEO Tim 
Sloan said his bank “can’t be all things to all peo- 
ple.” Amazon Watch, the environmental group that 
includes Birss, the translator, just helped kick off a 
campaign targeting BlackRock Inc.’s Larry Fink. 

But the spotlight on Dimon and his bank shines 
bright. In May, environmental activists set up 
a makeshift encampment on a street in down- 
town Seattle along with a sign: “Road closed due 
to Chase’s financing of climate disaster.’ At a New 
York conference Dimon was attending, Greenpeace 
managed to get a recording to play on elevator rides: 
“Jamie Dimon, please come to the front desk regard- 
ing Chase’s oil pipeline problem—thank you.” 

Protesters also tried to confront him inside New 
York’s Plaza Hotel: “I don’t know why they’re follow- 
ing me around,” he told a bank analyst. And Breech 
helped climate activists climb flagpoles in front of 
one of the bank’s New York towers to hang a banner 
about tar sands. At the protest at Ohio’s Columbus 
State Community College, a smile on Dimon’s face 
slowly faded as Breech was ushered out of the room. 
“Can I just make a point?” he asked. “I do think that 
climate change is an issue, and that the government 
should have policies to deal with the issue, including 
how you deal with fossil fuels over time. OK? I don’t 
think it’s JPMorgan’s job to decide what government 
policies should be about energy.” 

“You have huge leverage,” Breech, from the 
Rainforest Action Network, called back to him 
from the doors of the room. “You can decide not to 
finance fossil-fuel companies.” After she was gone, 
Dimon said it was reasonable for anyone to expect 
successful companies to lift up communities, but the 
talk quickly shifted to other subjects. 

“We’ve just begun,” Breech says later. “Our goal 
was to get direct access and direct engagement 
with Jamie Dimon-see the whites of his eyes.” 
—Michelle Davis and Max Abelson 


THE BOTTOM LINE Dimon is the longest-serving boss of a major 
U.S. bank. His public profile and JPMorgan’s reach across industries 
have made him a lightning rod for activists. 
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In Search of the 
Elusive Neutral Rate 


Federal Reserve officials aren’t sure 
how high rates need to rise to end stimulus 


The word “neutral” is usually as boring as beige. 
But not when it’s coupled with “interest rate.” 
Stocks leaped on Nov. 28 when Federal Reserve 
Chairman Jerome Powell opined that short-term 
interest rates were just below their “neutral” 
range. Investors concluded that the central bank 
was almost done raising interest rates, sending 
the Dow Jones industrial average up 618 points, or 
2.5 percent. 

Powell, 65, is a seasoned Washington lawyer, 
ex-Treasury official, and former private equity 
executive who served on the Fed’s Board of 
Governors for six years before President Trump 
elevated him to chairman in February. He knows 
all about message discipline. Yet in alluding to the 
neutral interest rate, he waded into one of the big- 
gest controversies in economics. Even within the 


Fed’s Federal Open Market Committee (FOMC), 
which sets the target for the benchmark federal 
funds rate, there’s deep disagreement on the topic. 

One handy definition of the neutral interest rate 
is the rate that you’d want when the economy is 
at Goldilocks perfection. In that situation, there’s 
no need to raise interest rates to dampen inflation 
pressures or lower them to encourage companies 
to hire. Keeping the rate at neutral is like driving 
with cruise control—you can keep your foot off the 
gas and off the brake. 

In practice, things are considerably more compli- 
cated. The economy is rarely at that ideal speed, and 
even when it is, the Fed can’t be sure if the interest 
rate prevailing at the time is neutral. Maybe it’s too 
low and inflation is about to accelerate, or maybe it’s 
too high and unemployment is about to rise. 
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Moreover, the neutral rate changes over time. 
The real, or inflation-adjusted, short-term rate 
“that would prevail absent transitory disturbances” 
fell from 3.2 percent in 2000 to 0.3 percent in 2013 
before rebounding to 0.8 percent in September, 
according to estimates by John Williams, now pres- 
ident of the Federal Reserve Bank of New York, and 
Thomas Laubach, an economist for the Federal 
Reserve Board in Washington. 

From 2008 until recently, identifying the neu- 
tral interest rate was of mostly academic inter- 
est. The U.S. economy was so weak that the Fed 
wanted rates that were stimulative. Now, with 
unemployment well under 4 percent and inflation 
close to the Fed’s target of 2 percent, Powell and 
the rest of the FOMC need to figure out how high 
rates need to get before they cease to be stimula- 
tive and become neutral. 

The uncertainty over what rate level is neutral 
is apparent in the “dot plot”—the chart of FOMC 
members’ expectations for interest rates over the 
next few years. Each dot represents one member’s 
forecast. In September, the dot plot showed a range 
of a full percentage point—2.5 percent to 3.5 per- 
cent—in members’ estimates of the appropriate 
level of the federal funds rate in the “longer run.” 
That’s pretty much the same thing as the neutral 
rate, because the “longer run” refers to a hypothet- 
ical state in which the economy is at equilibrium. 

There’s even more disagreement over where 
rates should be in the shorter run: Members’ esti- 
mates of the appropriate fed funds rate for the end 
of 2021 range from a low of just over 2 percent to 
a high of just over 4 percent. The high end of the 
range means that at least some members think the 
central bank will need to hike rates to a level that’s 
restrictive—cooling off the economy to quell infla- 
tion—before shifting to neutral. 

Given the confusion, Powell has been warn- 
ing Fed watchers against fixating on any particu- 
lar value for the neutral rate. Speaking at a major 
monetary policy conference in Jackson Hole, Wyo., 
in August, he said the Fed would pay attention to 
data, not just economic models. He praised his pre- 
decessor, Alan Greenspan, for letting the economy 
grow in the 1990s by keeping interest rates low even 
though models (incorrectly) predicted that inflation 
was about to break out. 

But then Powell put the neutral rate back in the 
spotlight on Oct. 3 when he said, “We’re a long 
way from neutral at this point, probably.” The per- 
ception that the Fed had a lot more rate hikes in 
store helped trigger a 10 percent decline in the 
S&P 500 stock index over the following month 
and a half. Then in his speech in November he 
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appeared to contradict himself, saying interest 
rates “remain just below the broad range of esti- 
mates of the level that would be neutral for the 
economy.” This time stocks rallied, on specula- 
tion that the Fed might be ready to hit pause on 
rate hikes. 

Some Fed watchers say the October Powell 
was not as hawkish, nor the November Powell 
as dovish, as market participants concluded. For 
one thing, the current target range for the fed- 
eral funds rate is 2 percent to 2.25 percent. That’s 
not much lower than the bottom of the range of 
longer-run estimates in the dot plot. If that narrow 
gap is what Powell was referring to in November 
when he said rates were “just below the broad 
range of estimates,” then he was just stating a fact, 
not hinting at future policy. “Powell’s descrip- 
tion contained little news, in our view,” Goldman 
Sachs Group Inc. economists Daan Struyven and 
Jan Hatzius wrote on Nov. 30. 

These are jittery days, though, as Trump assails 
the Fed for raising rates. Unless Powell decides to 
surprise markets again, he’ll have to redouble his 
efforts to paint in shades of beige and be neutral on 
neutrality. —Peter Coy 


THE BOTTOM LINE Fed references to the neutral rate of interest 
have whipsawed the stock market in recent months, as investors 
search for clues on further hikes. 
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Trumps Tariffs Drive Up 
The Cost of Public Works 


@ Duties are adding about $1.3 million to the price tag 


of steel on a Detroit river cleanup 


If Congress approves a national public works pro- 
gram next year, President Trump’s trade war could 
inflate the price tag, costing taxpayers and con- 
struction companies many millions of dollars. 

A three-quarter-mile stretch of Detroit’s Lower 
Rouge River illustrates the problem. Known as the 
Old Channel, it was contaminated from decades 
of industrial-waste discharges. To clean the water- 
way, workers are installing a 2,500-foot-long, sheet- 
pile bulkhead wall to support the riverbanks. Once 
that’s built by early next year, polluted river sedi- 
ment and debris will be removed. 

The $10 million cost of the steel for the wall, 
imported from China, has risen by about » 
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4 $1.3 million because of Trump’s tariffs, poten- 
tially increasing the project’s overall price, accord- 
ing to the U.S. Environmental Protection Agency. 
Public works projects in California, Utah, Virginia, 
and other states also face higher costs. 

The president announced duties of 25 percent 
on steel imports and 10 percent on aluminum in 
March on national security grounds. Steel-related 
materials absorb 10¢ of every $1 spent on highway 
and bridge construction, according to the American 
Road & Transportation Builders Association. U.S. 


Department of Labor data show double-digit price | 


increases for steel-mill products and other con- 
struction materials in the past year. The price of 
U.S. hot-rolled coil, a U.S. industry benchmark, is 
up 20 percent in 2018, largely because of the tariffs. 

While the EPA is splitting the cost of the Lower 
Rouge work with Honeywell International Inc., 
the inflated price tag could mean a bigger tab for 


taxpayers as well as less money for cleaning up | 


the river and other needed projects, says James 
Ridgway, executive director of the nonprofit 


Alliance of Rouge Communities. “It could throwa | 


monkey wrench in this deal, and it will certainly 
delay other things that we had hoped we’d get done 
in the near future,” he says. 

Labor shortages, fuel prices, and other factors 
are also driving up construction costs. But tariffs are 
contributing to and creating uncertainty in the bid- 
ding process at a time when states and localities are 
contemplating $2 trillion in spending on roads and 
bridges by 2025, according to the American Society 
of Civil Engineers. 

Some state officials are voicing their displea- 
sure at the tariffs. Washington has been loath to 
increase infrastructure spending, says Aubrey 
Layne, Virginia’s secretary of finance and a former 
state secretary of transportation. “And then here 
we are, making the cost of that much higher.” He 
says the tariffs are boosting steel costs by as much 
as 50 percent for some smaller projects, but he’s 
more worried about their impact on larger ones 
that lie ahead, such as a $3.7 billion bridge and tun- 
nel expansion in the Hampton Roads area. Trump 
has said any short-term pain from the duties will be 
outweighed by better trade deals. 

The White House released a plan in February to 
generate at least $1.5 trillion in infrastructure invest- 
ment over a decade, but it stalled in Congress. 
Democrats, who will have a majority in the U.S. 
House of Representatives starting in January, are 
pledging to pursue an infrastructure measure with 
significant federal spending. Both sides say they 
think it’s something they can do together in 2019. 

For the $63.6 million Old Channel project, 
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_ the higher steel prices for now are being paid by 


Honeywell, which owns property there. But as 
the EPA is responsible for 46 percent of the proj- 
ect’s cost, any increase in the company’s share will 
also affect the government’s final bill, the agency 
declared in a public filing. Any amount over bud- 
get will be paid after a negotiation with Honeywell, 


the agency said in written responses to questions. 


Honeywell has petitioned the U.S. Department 
of Commerce for an exclusion from tariffs on steel 


sheeting from China for the project. The company 
said in a filing that the steel was ordered before 
the tariffs were imposed and that no U.S. producer 
indicated it was capable of supplying the material. 

Both Nucor Corp. and Gerdau SA, a Brazilian 
steelmaker with plants in the U.S., have objected, 
saying alternative products are available domesti- 
cally. Honeywell’s request is pending. Spokesmen 
for Honeywell, Nucor, and Gerdau all declined to 
comment beyond their public filings. 

In Logan, Utah, the estimated cost to build a 
wastewater treatment plant rose by $29 million, to 
$135 million, in part because of pricier steel, says 
Mark Nielsen, senior project engineer. Higher steel 
prices also played a role in bids to extend the Los 


_ Angeles County Metro Gold Line light rail coming 


in hundreds of millions of dollars above estimates 
and available funding, according to the Foothill Gold 
Line Construction Authority. While tariffs weren’t 
the only factor, they’ve raised the cost of several 
hundred million dollars’ worth of steel needed for 
the project, says Habib Balian, the authority’s chief 
executive officer. —Mark Niquette, with Joe Deaux 


THE BOTTOM LINE Trump-imposed duties of 25 percent on steel 


_ imports and 10 percent on aluminum would add millions of dollars 


| to the final tab for a national public-works program. 
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A A steel bulkhead 
will go up at this site 
on Detroit’s Lower 
Rouge River 


COURTESY HONEYWELL 


DATA: U.S. EIA, AMERICAN PETROLEUM INSTITUTE, RS ENERGY GROUP. 


PEJIMV3 NOATOTOBWNA TPYNNA "What's News" VK.COM/WSNWS 


OPEC vs. American Shale 


Representatives from 25 oil exporting nations gathered in Vienna on Dec. 6-7 to plot strategies to tackle a glut that 
has knocked prices for West Texas Intermediate crude—an industry benchmark—to about $50 a barrel, down from 
a four-year high of $77 in October. The U.S. is partly responsible: America’s oil production surged in September, 
eclipsing Russia for a second month as the world’s biggest producer. Saudi Arabia, OPEC’s de facto leader, and 
Russia reached a tentative agreement at the Group of 20 summit in Buenos Aires to continue working together to 
manage supplies in 2019. The cartel and its allies, collectively known as OPEC-plus, may succeed in boosting prices 
by curbing output, but not without ceding market share to U.S. drillers. ——Javier Blas and Kevin Crowley 


U.S. drillers pumped a record 11.7 million 
barrels a day in November. The Permian 
Basin now supplies 32 percent of crude 
output, up from 16 percent a decade ago. 


U.S. oil output, in barrels per day 


11/2018 


AnOilBoom... 


American net imports of petroleum are forecast to fall to 320,000 barrels a day by 
December of next year, their lowest level since the mid-1970s. Traders say that sometime 
in 2019, perhaps for just a single week, the U.S. might be a net oil exporter—something that 
hasn't happened in almost 75 years. 


U.S. net imports of crude oil and refined petroleum products, in barrels per day 
12m 


Projected 


Bie 


a. With Staying Power 


OPEC's 2014 attempt to flush out U.S. shale drillers by flooding the market New forecasts by the U.S. Energy Information 
with crude had some unforeseen consequences. The resulting crash in A ass ; h A ‘ \vi | fifth 
prices forced U.S. producers to lower costs and improve extraction methods dministration have America supplying almost one-fift 


to survive. Oil wells in the Permian are commercially viable at just $45 a of the world’s oil, biofuels, and natural gas liquids by the 


barrel. In contrast, Saudi Arabia needs a price of about $80 a barrel to 


balance its budget. 


Oil price needed for wells to achieve 30% returns 


Permian Bakken Eagle Ford 
$864 $85.9 
$76.3 


2018 2014 2018 2014 


end of next year, up from 15 percent at the end of 2016. 


U.S. share of global petroleum liquids output 
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The Ride Isn’t Over Yet 


Robert Mueller’s Russia investigation may 
have more thrills in store 


Special counsel Robert Mueller never talks 
publicly, but his legal filings have told an increas- 
ingly detailed story about the people surround- 
ing President Trump, their contacts with Russia 
during and after the 2016 election, and the lies they 
told about them. This has been particularly true in 


the weeks since November’s midterm elections, as 
the Mueller team closes chapters on three figures 
central to the inquiry: onetime national security 
adviser Michael Flynn, Trump’s former personal 
lawyer Michael Cohen, and former campaign 
chairman Paul Manafort. 
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“Tf you’re looking for one overarching, unifying 
theme, that hasn’t emerged yet,” says Elie Honig, a 
former federal prosecutor at Lowenstein Sandler. 
But it may be starting to take shape. What’s become 
clear from the guilty pleas, sentencing memos, and 
hearings of the past several weeks is that Mueller 
has put together much, if not all, of the story. What 
hasn’t become clear is when—or how-it will end. 

In a Dec. 4 filing in the Flynn case, prosecu- 
tors urged that he receive no prison time. Coming 
more than a year after he pleaded guilty to lying 
to the FBI about contacts with former Russian 
Ambassador Sergey Kislyak and his work on behalf 
of the Turkish government, the filing said Flynn 
had given Mueller’s team “firsthand insight”—and, 
more significantly, that his choice to cooperate 
“likely affected” the decisions of other witnesses to 
come forward. The heavily redacted document also 
noted that Flynn had provided “substantial assis- 
tance” to Mueller on two ongoing inquiries in addi- 
tion to the Russia investigation, neither of which 
has been revealed to the public. 

There’s some evidence to suggest that Mueller 
may be homing in on WikiLeaks founder Julian 
Assange and, specifically, his site’s 2016 release 
of Democratic National Committee emails that 
prosecutors say were stolen by hackers work- 
ing for Russian intelligence. Assange denies any 
election-related wrongdoing. Nevertheless, Mueller 
has interviewed more than half a dozen witnesses, 
including Randy Credico, a liberal comedian and 
onetime friend of Trump adviser Roger Stone, in 
an apparent effort to connect the dots between 
WikiLeaks and the Trump campaign. (WikiLeaks 
has been under U.S. investigation for years for dis- 
closing classified government documents, and a 
court filing by a federal prosecutor in Virginia in an 
unrelated case inadvertently indicated that Assange 
has already been charged. A person familiar with 
the matter confirmed the charge, though details of 
the case are still unknown.) 

At the center of this phase is Stone, who said 
during the race that he was in touch with Assange 
but has since denied having contact. On Dec. 3, 
Stone reasserted his Fifth Amendment privilege 
against providing documents and testimony in a 
Senate Judiciary Committee inquiry, but he’s long 
acknowledged he may be charged in the Mueller 
investigation. A dozen Russian citizens have already 
been indicted on hacking charges related to the sto- 
len emails; more than a dozen others have been 
indicted for a conspiracy to sow political discord 
via social media. 

There’s no indication of when or if Stone— 
or Jerome Corsi, a conservative conspiracy 
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theorist and Stone associate who may have relayed 
WikiLeaks updates to Stone—will be charged. Corsi 
has denied wrongdoing. There’s much that we do 
know, however, that hints at more surprises to 
come from the investigation. On Dec. 7, Mueller 
will submit a sentencing memorandum in Cohen’s 
case that’s expected to spell out further the extent 
of the former Trump lawyer’s meetings with pros- 
ecutors; on the same day, he’Il submit a separate 
filing in the Manafort case. 

Cohen has cooperated extensively with 
Mueller, federal prosecutors in Manhattan, and 
the New York Attorney General’s Office, which is 
suing Trump’s foundation and its board for viola- 
tions of state and federal law. The former fixer’s 
proximity to Trump’s affairs makes him potentially 
the most valuable witness in the various cases 
against the president; the dozens of hours Cohen 
has spent with prosecutors signal that Trump 
may have plenty of reasons to worry. By con- 
trast, Mueller’s team said in late November that 
Manafort, who pleaded guilty in Washington on 
Sept. 14 to two conspiracy charges after being con- 
victed on bank and tax fraud charges in Virginia, 
had torpedoed his cooperation agreement by lying 
to prosecutors “on a variety of subject matters” 
and committing new crimes. The Dec. 7 filing in 
Manafort’s case is expected to shed more light on 
the fresh allegations. 

The special counsel’s inquiry may conclude 
with a report submitted to Acting U.S. Attorney 
General Matthew Whitaker, who can then decide 
whether to release it to the public, submit it to 
Congress, or attempt to bury it. The Democratic 
majority entering the House virtually ensures 
that it will see the light of day. Incoming Judiciary 
Chairman Jerrold Nadler will be able to subpoena 
any report Mueller produces. 

The special counsel appears to have plenty of 
work to do before he gets there. Samuel Buell, a for- 
mer federal prosecutor on the Enron Task Force, 
now a law professor at Duke, says, “If he thinks 
there are people who are still in position to estab- 
lish something really pivotal in the investigation, 
like some kind of direct link around the campaign 
and Russia, he’!I run that stuff into the ground.” 

And there’s no rush. “The pressure on Mueller 
is to do a credible job and have this thing stand 
up to historical scrutiny,” Buell says. “The whole 
point of Mueller is he doesn’t care. He’s not trying 
to get famous off of this, so what’s the pressure?” 
—David Voreacos 


THE BOTTOM LINE With recent filings in the Flynn, Cohen, and 
Manafort cases, it may seem that the Mueller inquiry is winding 
down. But in other respects, it’s just getting started. 
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@ The endgame for 
Manafort, Flynn, and 
Cohen 


> Nov. 26 

Mueller’s prosecutors 
submit a filing saying 
Manafort breached his 
plea agreement 


> Nov. 30 

In a hearing, prosecutors 
discuss the possibility 

of additional charges 
against Manafort 


> Dec. 4 

A Flynn sentencing brief 
says he met 19 times 
with prosecutors and is 
helping on three pending 
investigations 


> Dec. 11 

Flynn’s lawyers will file 
their own sentencing 
memo; the government 
has until Dec. 14 to 
respond 


> Dec. 12 

A federal judge in New 
York will sentence 
Cohen, who's said he 
hopes to avoid prison 


> Dec. 18 

Flynn will be sentenced 
by a federal judge in 
Washington, D.C. 


> Feb. 8 
Manafort will be 
sentenced in Virginia 


> March 5 
Manafort will be 
sentenced in D.C. 
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Macron Gives In 


Tothe Yellow Vests 


Emmanuel Macron thought voters wanted a leader 
who remained above the fray—“to preside, not 
govern,” as he put it during his 2017 campaign. 
Now, after three weeks of nationwide demonstra- 
tions and violent clashes in the heart of Paris, the 
40-year-old French president has been swept up 
in the fray, and he risks losing his ability to deliver 
the economic and political renewal he promised. 
On Dec. 4, Macron suspended a planned fuel tax 
hike that sparked the Gilets Jaunes, or Yellow Vests, 
movement, named for the safety vests French driv- 
ers must keep in their cars. The concession didn’t 
appease protesters, whose list of grievances extends 
much further. “The French won’t be satisfied with 
just crumbs, they want the whole baguette,” said 
Benjamin Cauchy, an early movement organizer, 
speaking to BFM TV, a 24-hour news channel. 
Among other things, demonstrators demand 
an increase in the minimum wage, higher taxes on 
multinational companies and the wealthy, and a 
rollback in existing energy taxes. Macron is sure to 
refuse to take those steps, which would demolish his 
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@ The French 


efforts to keep budget deficits below the European 
Union’s 3 percent limit and fly against the fiscal rec- 
titude he’s promised financial markets. France is 
already skating close to the EU limit; the government 
must find an extra €2 billion ($2.3 billion) next year 
to compensate for the tax it’s now suspended. 

The protests could also derail Macron’s push for 
more difficult reforms, including revamping the 
state pension and unemployment insurance pro- 
grams next year. Perhaps most ominous for him, 
the turmoil could undercut his centrist political 
movement and fuel rising populism and national- 
ism, which he considers dangerous. Polls show that 
almost three-fourths of the country supports the 
Yellow Vests; Macron’s popularity has plunged as 
low as 23 percent in recent days. 

So far, he’s stuck with his more distant style, leav- 
ing Prime Minister Edouard Philippe to announce 
the tax’s suspension and Finance Minister Bruno Le 
Maire to reassure leaders in Brussels on Dec. 4 that 
France would “respect our European commitments, 


reduce spending, reduce debt, and reduce taxes.” 
a Ee 


president’s reform 
plans are in peril 
after violent protests 


V Gilets Jaunes on 
Avenue Foch in Paris 


MICHAEL BUNEL/POLARIS; DATA: EUROSTAT, COMPILED BY BLOOMBERG 
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That’s reinforced the impression Macron is out of 
touch with ordinary people, following gaffes such as 
telling an unemployed gardener there were plenty 
of jobs if he would “cross the road” to look for them. 

The president “is walking a tightrope,” says 
Philippe Waechter, chief economist at Ostrum 
Asset Management in Paris. “He thought that once 
he was elected, he wouldn’t have to convince peo- 
ple” to support his program. During Macron’s 
first months in office, voters seemed on board as 
he rewrote the famously restrictive French labor 
code to make it easier for employers to hire and 
fire workers, a move that required standing firm 
against labor unions. To stimulate investment, he 
cut taxes on businesses and capital, scaling back a 
law introduced under Socialist President Francois 
Mitterrand that taxed the assets of wealthy house- 
holds. (The tax now applies only to real estate they 
own.) He also introduced tax breaks for lower- and 
middle-income households that the government 
contends should ease the pain of higher fuel taxes. 

Those measures haven’t provided the growth he 
was hoping for. After expanding 2.3 percent in 2017, 
the economy is expected to grow only 1.6 percent 
this year and in 2019. Unemployment is down from 
10.1 percent in 2016, but it’s still an uncomfortably 
high 9 percent. Inequality in household wealth 
has widened, and the French tax burden remains 
the second-highest in the developed world, after 
Denmark’s, with tax collections equaling almost 
45 percent of gross domestic product. 

The Yellow Vests took root outside Paris, in rural 
areas where people rely on cars because there’s no 
public transportation. Nationwide, 70 percent of 
adults drive to their job. What’s more, budget cutting 
in recent years has curtailed public services, forcing 
many to travel farther to reach schools, hospitals, 
and government offices. “There’s anger, because 
people see higher [fuel] taxes but they aren’t yet 
feeling the advantages” from tax breaks, says Jacky 
Roy, mayor of Vouvant, a village in the west-central 
Vendée region. Roy says he supported Macron’s can- 
didacy but understands public frustration: “People 
with lower salaries can no longer live comfortably. 
We are waiting impatiently to see results.” 

France has a long history of bitter protests, 
but it’s never seen anything quite like the Yellow 
Vests. The movement spread mainly over social 
media and has no designated leaders, leaving the 
government scrambling to find a negotiating part- 
ner. When Philippe invited eight unofficial repre- 
sentatives to a Nov. 30 meeting, only two showed 
up—and one walked out after the prime minister 
refused to broadcast the meeting live on TV. 

Macron asked unions and civic associations to 
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help resolve the crisis, but while some members of 
those groups have joined the protests, their national 
leaders have stayed on the sidelines. Far-right leader 
Marine Le Pen, whom Macron defeated in 2017, went 
on TV during the rioting in Paris on Dec. 1 to say, “All 
this violence is the fault of the government refusing 
to listen.” Still, it’s unlikely the Yellow Vests will ally 
with any prominent politician. “This is a movement 
that holds all institutions and the establishment in 
disdain,” says Sylvain Boulouque, an historian who 
studies radical political movements. 

The Yellow Vests’ anger may force Macron to 
delay some long-planned reforms in favor of crowd 
pleasers, such as emergency tax cuts for the mid- 
dle class. That would be tricky: Lower taxes would 
reduce revenue, so Macron would have to trim 
spending to stay within the 3 percent EU deficit limit. 
And spending cuts could slow economic growth. 

Macron may be ready to take that gamble. 
Le Maire had already suggested as much on Dec. 3 
when he told reporters in Brussels, “If we need to 
cut spending faster to be able to cut taxes faster for 
households and businesses, I’m ready to commit to 
that course.” —Carol Matlack, with Gregory Viscusi, 
Helene Fouquet, and William Horobin 


THE BOTTOM LINE Suspending a planned fuel tax didn’t end the 
public anger about wages and inequality that threatens Macron’s 
economic reforms. 


A Narrowing Gulf 
For Arabs and Jews 


@ A synagogue grows in Dubai 
as regional hostility toward Israel eases 


For centuries, Jews did business and mixed socially— 
if warily—with Arab neighbors from Baghdad to 
Beirut, but most were expelled or emigrated when 
Israel was founded in 1948. Today, as the region’s 
economy grows and attitudes toward Israel soften, 
a fledgling Jewish community in Dubai has founded 
that city’s first synagogue. 

After meeting for years in one another’s homes, 
Dubai’s Jews—expatriates in fields such as finance, 
law, energy, and diamonds-—three years ago rented 
a villa in a quiet residential neighborhood for ser- 
vices. The unmarked building features a sanctuary 
for prayers, a kosher kitchen, and a few bedrooms 
for visitors or community members who don’t > 
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4 drive on the Sabbath. “We’ve come a long way 
since I first started going to Dubai 30 years ago,” 
says Eli Epstein, a New Yorker who helped found 
the synagogue and donated a Torah. “Back then, 
people actually told me that I should avoid using 
my last name because it sounds too Jewish.” 

The synagogue’s emergence from the shadows 
reflects warming relations between Israel and gov- 
ernments in the region. Leaders of Saudi Arabia 
and the United Arab Emirates now see Iran as 
a greater threat than the Jewish state. That has 
pushed them into an undeclared alliance with 
Israel and broken long-standing taboos on deal- 
ing directly with it. And with Donald Trump 
seeking a Mideast peace agreement, Arab govern- 
ments are prodding the Palestinians and Israel to 
resolve their conflict. In October, Prime Minister 
Benjamin Netanyahu turned up by surprise in the 
sultanate of Oman, and two other Israeli govern- 
ment ministers visited the U.A.E. A few days later, 
Netanyahu publicly defended Saudi Crown Prince 
Mohammed bin Salman when he was shunned by 
other foreign leaders after the murder of Jamal 
Khashoggi in Turkey. 

The U.A.E. in particular has sought to project 
an image of openness, easing restrictions on reli- 
gions other than Islam in a campaign aimed at gen- 
erating more business. The country has appointed 
a minister of tolerance, who in November spon- 
sored a World Tolerance Summit for 1,200 Muslims, 
Christians, Hindus, Jews, and others from around 
the world. “I call on you to work together to erad- 
icate misunderstandings about different religions 
and cultures,” Sheikh Nahyan bin Mubarak, the 
minister, told delegates feasting on shrimp salad 
and lamb at an outdoor plaza amid Dubai’s sky- 
scrapers. Pluralism “must become a positive and 
creative force for development and stability.” 

Members of the synagogue have long asked vis- 
itors not to reveal its location or write about its 
activities, and some are still opposed to speaking 
openly about it. Public opinion in the U.A.E. is 
strongly pro-Palestinian; many people there view 
the warming ties with Israel as a betrayal. And 
few in Dubai have forgotten that eight years ago 
Israeli Mossad agents killed a leader of Hamas— 
the Islamist group that controls Gaza—in a local 
hotel. But the U.A.E.’s tolerance push has spurred 
others to conclude that it’s safe to gradually lift the 
veil. “I’d prefer not to live as a Marrano,” says Ross 
Kriel, a Johannesburg-born lawyer and a lay leader 
of the group, referring to people in 15th century 
Spain who practiced Judaism in secret after forced 
conversions to Christianity. “The government’s 
attitude to our community is that they want us 
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to feel comfortable being here, praying here, and 
doing business here.” 

On the Sabbath and Jewish holidays, 
worshippers—typically a few dozen of the 150 or 
so members, plus visitors ranging from A-list cor- 
porate types to college students—gather in the villa, 
where the minaret of a nearby mosque can be seen 
from the windows. Although the congregation has 
no rabbi, several visit from time to time. When 
chanting of the weekly portion of the Torah wraps 
up, the prayer leader intones a traditional Jewish 
benediction, tailored to local circumstances: “Bless 
and protect, guard and assist, exalt, magnify, and 
uplift the president of the U.A.E., Sheikh Khalifa 


bin Zayed, and his deputy, the ruler of Dubai, 
Sheikh Mohammed bin Rashid, and all the rulers of 
the other emirates and their crown princes.” After 
the services, which follow Orthodox liturgy, con- 
gregants say the Kiddush prayer over wine and typ- 
ically sit down to a spread of salads, baked salmon, 
and a traditional stew called cholent—vegetarian, 
because there’s no kosher meat in Dubai. 

The synagogue has gotten encouragement from 
Jewish groups such as the Simon Wiesenthal Center, 
as well as the Dubai government and Mohamed 
Alabbar, chairman of Emaar Properties, builder of 
the 163-story Burj Khalifa tower, a 20-minute drive 
away. When Epstein donated the Torah scroll three 
years ago, he commissioned a velvet cover with an 
Arabic inscription embroidered in gold and dedi- 
cated it to Alabbar, whom he’s known since they 
ran an aluminum venture together in the 1990s. 

“For decades, anything Jewish was avoided in 
the Arab world, and explicit signs of Jewishness 
were risky,” says Ghanem Nuseibeh, a co-founder 
of political risk consultants Cornerstone Global 
Associates Ltd., who occasionally visits the syn- 
agogue. “A new generation of Arabs and Jews 
are more culturally accepting of each other.” 
—Jonathan Ferziger and Alisa Odenheimer 


THE BOTTOM LINE Jewish expats have opened Dubai's first 
synagogue amid a tolerance campaign that has eased restrictions 
on minority religions in the United Arab Emirates. 
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Strategic investing takes us beyond the numbers. That’s why over 350 of our experts go out in the field 
to examine Investment opportunities firsthand—like a biopharmaceutical company that engineers a patient’s 
own cells to fight cancer. Our rigorous approach helps us select and manage investments for our funds. 


Put our strategic investing approach to work for you today. 


Consider the investment objectives, risks, and charges and expenses carefully before investing. For a prospectus 


or, If available, a Summary prospectus containing this and other information, call 1-877-804-2315. Read it carefully. 
All funds are subject to market risk, including possible loss of principal. 
T. Rowe Price Investment Services, Inc., Distributor. 


The Bloomberg 


What does Black Panther director Ryan Coogler 
have in common with Ben van Beurden, chief execu- 
tive officer of Royal Dutch Shell? Or Representative- 
elect Alexandria Ocasio-Cortez with Michael 
Gelband, co-founder and CEO of ExodusPoint Cap- 
ital Management? A place on the second annual 
Bloomberg 50, our look at the people in business, 
entertainment, finance, politics, and technology and 
science whose 2018 accomplishments were partic- 
ularly noteworthy. Some who made the list are famil- 
iar faces up to new tricks, such as actor-producer 
Reese Witherspoon; others, like Sarah Friar, CEO of 
Nextdoor, the social network for neighbors, are just 
starting to make their mark. Once you're done with 
2018, turn to page 88 to find out which 20 people 
you might be reading about in 2019. 


BUSINESS 

@ Leanne Caret 
@ Sonia Cheng 

@ Audrey Gelman 
@ Bruce Linton 

@ Brian Roberts 
@ Nguyen Thi Phuong Thao 
@ Ben van Beurden 

@ Stuart Vevers 

@ Whitney Wolfe Herd 


Byron Allen 

Kenya Barris 

BTS 

Ryan Coogler 
Tiffany Haddish 
Jenny Saville 

Tim Sweeney 
Taylor Swift 

Reese Witherspoon 


Guilherme Benchimol 
Stacey Cunningham 

The Fed’s nucleus 

Michael Gelband 

Kenneth Hayne 

Abigail Johnson 

Steven Maijoor 

E. Glen Weyl & Eric Posner 
Cathie Wood 


Jose Andrés 
® Gavin Barwell 
Xavier Becerra 
® Chrystia Freeland 
Liu He 
Rose Marcario 
Mick Mulvaney 
The new populists 
Alexandria Ocasio-Cortez 
The Parkland activists 
Tim Scott 
The Time’s Up Legal Defens® 


7. 
“nd founders 


TECHNOLOGY & SCIENCE 

© Mukesh Ambani 

© Joy Buolamwini & Timnit Gebru 
© Daniel Ek 

© Sarah Friar 

© Amy Hood 

© Drew Houston 

© John Krafcik 

© Nadiem Makarim 
© John Maraganore & Jeff Marrazzo 
© Mudassir Sheikha 

© Donna Strickland 
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From left: Williams, Powell, Brainard, 
Clarida, and Quarles 
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The Feds nucleus 


Jerome Powell, chairman « Richard Clarida, vice chairman « 

John Williams, president, Federal Reserve Bank of New York, and 
vice chairman, Federal Open Market Committee * Randal Quarles, 
vice chairman for supervision ¢ Lael Brainard, governor 

In Powell's first year as Fed chairman, the economy has 
experienced its fastest growth rate in 13 years, despite 
multiple interest-rate hikes, and is on course to achieve its 
longest-running expansion by mid-2019. 


Things couldn’t be much better when it comes to the central 
bank’s twin goals of maximum employment and stable prices: 
Unemployment is at a 48-year low, and inflation is hovering near 
the Fed’s 2 percent target. This performance is even more impres- 
sive given that it’s come as the Fed has been scaling back pol- 
icies that boost the economy: Powell & Co. have been steadily 
raising rates and slowly shrinking the central bank’s massive 
bond holdings, effectively withdrawing dollops of liquidity. So 
far that’s gone well, despite fears that the never-before-tried 
preplanned bond drawdown—which has already slashed hold- 


ings by more than $350 billion—would trigger widespread erup- A 
tions in financial markets. 


Instead, the only eruptions have come from the White House 


Breaking with more than two decades of presidential prece- 
dent, Donald Trump has openly and repeatedly chastised the O O 
Fed for raising rates; low ones, after all, goose homebuying, 


business investment, and, ultimately, growth. The criticism 
threatens to undermine the central bank’s ability to man- Chief financial officer, Microsoft Corp. * Redmond, Wash. 
age the economy free of political interference. Powell has In late November, Microsoft surpassed Apple 
responded by saying: “Control the controllable.” “We have Inc. as the world’s most valuable company by 
been given our dual mandate from Congress,” he said in market capitalization. 

an email. “We are solely focused on trying to pursue it as 


best we can.” : 
A Republican who was nominated for the top job by Hood, who this yer became the longest 


Trump, Powell has met with dozens of lawmakers from serving CFO at Microsoft since the early 90s, 
both parties in an effort to shore up the Fed's political Nas collaborated with Chief Executive Offi- 
independence. The unprecedented outreach has thus cer Satya Nadella to reinvigorate the company, 
far proven successful: The congressional criticism that making it into the No.1 cloud-based software 
would be routine during rate hikes has been muted. supplier, according to KeyBanc Capital Mar- 
As part of his strategy to protect his institution from kets Inc. She’s also reshaping the way Microsoft 
Trump’s attacks, Powell has also sought to demystify " : : : 
the Fed through frank and frequent forays in public, allocates spending and wins contracts by using 
providing plain-English descriptions of what i's upto. Machine learning tools to predict which types of 
Next year will bring more challenges. With growth hiring will have the greatest impact on sales. With 
set to slow and inflation to top the target, Powell one of those tools, the company started analyzing 
and his team must decide if and when to pause historical data from 750,000 customers to forecast 
etotts Ttatalse tales: fee pully te nave 10 ssales-opportunities tor each, product. customer, 
navigate between two risks—tightening too much ; ; ‘ 
and chortening:ne @<oansionor nomalizing too and city worldwide. Another system Hood installed 
little and risking imbalances,” such as overheated Predicts which customers need more attention and 
inflation. —Rich Miller and Jeanna Smialek which are at risk of defecting. —-Dina Bass 
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Nadiem BenvanBeurden S 


CEO, Royal Dutch Shell Plc * The Hague 


: Shell's capital budget has allocated as much 
ad ad l ; as 8 percent of spending, or $2 billion, to renewable 
energy projects, roughly four times what competitors BP 
Plc and Total SA spend. 
CEO, PT Go-Jek Indonesia 


Indonesian “super app” Go-Jek— Van Beurden is constantly questioned on the wisdom of pivot- 

part ride-sharing service, part ing away from oil and gas, Shell’s bread and butter, but he doesn’t 
food-delivery business, part digital- see another option. If demand falls in the next decade, as some 
wallet provider—secured a $1.5 billion are predicting, Shell will shrink along with it if his company doesn’t 
investment in January to take on diversify. Of course, Big Oil has tried and failed to become Big Clean 
Singapore-based rival Grab. Energy, making splashy bets that have left shareholders and envi- 


ronmentalists skeptical. In van Beurden’s view, however, the key is to 
make small investments in almost every type of low-carbon technol- 
No other 2PP has altered ogy and see what wins. If it’s electric cars, he’s ready: In January, 


Indonesian city life as swiftly Shell bought a large utility in the U.K. that could help 
and deeply as Go-Jek, which power them. —Kelly Gilblom 


Makarim, a Harvard Business 
School grad, expanded from its 
2015 focus on booking motor- 
bike taxis into a way to pay bills, 
order lunch, or schedule a house 
cleaner. Now Go-Jek is making 
its first foray outside Southeast 
Asia’s largest economy, expand- 
ing into the Philippines, Singapore, 
Thailand, and Vietnam. The growth 
plan escalates its rivalry with Grab, 
which has parlayed massive fund- 


ing from SoftBank Group Corp. and 

other investors into an aggressive | - | = 
push across the region, including into : \ IGS 

Indonesia. There's a lot of business to | 


f 
| 
capture: Southeast Asia’s ride-hailing 
market is forecast to almost quadru- 
ple, from $7.7 billion in 2018 to $28 bil- 
lion by 2025, according to a report : 
from Google and Singapore state- 
investment company Temasek Holdings ! . 
Pte. Such opportunity may explain why | 
Google, China’s Tencent Holdings Ltd., 
JD.com Inc., and other marquee inves- 
tors wanted in. Their investments valued 
Makarim’s company at about $5 billion in 
January, and he’s confident about what 
the future holds. “Our collective imagi- 
nation cannot be copied or outspent,” he 
says. — Yoolim Lee 
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The Times Up Legal 
Defense Fund 
founders 


Tina Tchen, partner, Buckley Sandler LLP * Roberta 
Kaplan, partner, Kaplan Hecker & Fink LLP « Hilary 
Rosen, partner, SKDKnickerbocker LLC « Fatima Goss 
Graves, president and CEO, National Women’s 
Law Center 
Established in the wake of the Harvey 
Weinstein sexual abuse allegations, the fund 
connects victims of workplace sexual harassment 
with lawyers, then helps pay legal bills with 
donations from 50 states and 80 countries that have 


swelled to $22 million from $13 million. 


Bloomberg News reporter Rebecca 
Greenfield talked to Tchen and Kaplan 
about the Washington, D.C.-based 
fund, which gets public-relations assis- 
tance from Rosen’s firm and is admin- 
istered through Goss Graves’s law 
center. Excerpts: 


How has the money you’ve raised com- 
pared with what you thought you'd raise? 
Tchen: I'd set a goal for $10 million. 
Kaplan: What was it George W. Bush said 
about the Iraq War? Shock and awe? | 
remember being in shock and awe as 
the money started coming in. 

Tchen: People like Steven Spielberg, 
Kate Capshaw, Shonda Rhimes, 
Oprah Winfrey—every donor is on the 
GoFundMe page. 

How many claims have you gotten? 
How many lawyers are participating? 
Tchen: We're approaching 3,800 requests 
for help. We've had about 800 lawyers 
across the country volunteer to be part of 
the network. We've announced a couple of 
big sexual harassment cases, like against 
McDonald's and Walmart. [In public state- 
ments, both companies have said they 
don’t tolerate workplace harassment.] 

What types of women are reaching out? 
Tchen: Two-thirds of the people are 
low-income—it’s first responders, it’s 
teachers, it’s fast-food workers. 
Kaplan: We don't just want people who 
follow people who follow people on 


Twitter. It’s 
become dif- 
ficult, if not 
impossible, 
for low- and 
middle-income 
women who've 
been discrimi- 
nated against or 
sexually harassed 
at their jobs to 
find lawyers. It’s 
not economical for 
them to take the 
cases. If you have one 
person who's not earn- 
ing much money, the 
verdicts aren't that high. 
How much do lawyers 
usually make off cases like this? 
Kaplan: The way judges and juries cal- 
culate damages is you take the wom- 
an’s salary and figure out how much she 
lost as a result of the behavior and what 
kind of future salary would she lose. With 
someone not earning a lot of money, 
those numbers have not been very high. 
In the Southern District of New York, 
they were generally like $100,000 and 
below. The standard contingency fee is 
one-third of what’s recovered. So for mul- 
tiple years of work on a case, a lawyer 
might get $30,000. A lot of the lawyers 
in the network have agreed to do this on 
a pro bono basis. 


Clockwise from top left: Goss Graves, Rosen, Tchen, and Kaplan 


You don’t give out a ton 
of money per case. 

Tchen: Any one case could 
overwhelm the resources of 
the fund. There’s a balance 
between being equitable and 
providing enough money that 
would actually draw lawyers. 

How will you keep this sustainable? 
Kaplan: | don’t even think we’re in the 
first half of the baseball game here. 
We're in maybe the second or third 
inning. The pervasiveness of the problem 
has been stunning. There’s a lot more 
work that needs to be done and a lot 
more women out there who are going 
to want to tell their stories. 
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John Maraganore & Jeff Marrazzo 


CEO, Alnylam Pharmaceuticals Inc. « 
Cambridge, Mass., and CEO, Spark 
Therapeutics Inc. « Philadelphia 

Fifteen years after the 

human genome was mapped, 
biopharmaceutical companies 
introduced the first groundbreaking 
genetic treatments derived from this 
research: Alnylam’s Onpattro helps 
patients who have amyloidosis, which 
manifests in an abnormal protein 
buildup in tissue, and Spark’s Luxturna 
targets retinal dystrophy, an inherited 
form of blindness. 


Bloomberg News reporters Michelle 
Cortez and Bailey Lipschultz spoke 
with Maraganore and Marrazzo about 
advances in treating genetic diseases and 
what their successes mean for patients 
and the field. Excerpts: 


Onpattro silences a deadly gene that 
makes defective proteins, and Luxturna 
inserts a healthy gene into the eye. That 
seems like magic. 

Maraganore: DNA makes RNA, which 
makes protein. If you want to stop the 
production of a bad protein, you can 
target the RNA. Onpattro can turn off 
the production of the bad protein. It’s 
given by intravenous infusion every 
three weeks. 

Marrazzo: Luxturna is for people who 
have two bad copies of a gene called 
RPE65, which essentially means that 
your retina degenerates. Sufferers prog- 
ress to complete blindness. A surgeon 
injects a solution that contains a normal 
copy of RPE65. 

So one treatment is stopping the pro- 
duction of bad proteins, and one is mak- 
ing a missing protein? 

Maraganore: The yin and the yang— 
exactly. 

How are these different from conven- 
tional treatments? 

Marrazzo: We're giving instructions to a 
cell to manufacture a protein instead of 
just providing the protein. You’re fixing 
the underlying basis of the disease. 

Maraganore: We're able to stop the 
production of the disease-causing 


protein—basically, like turning off the 
faucet if you have a flood on your 
kitchen floor. Today’s medicines work 
by mopping up the flood. 

For Luxturna, you settled on a one- 
time price of $425,000 per eye. What 
went into the decision? 
Marrazzo: We asked ourselves, what is 
sight worth? We stand behind the prod- 
uct, not just its initial efficacy: We’ve 
offered to test again at 30 months. We 
picked what we thought was the right 
price to balance the concerns we heard 
from patients around access. 

And Onpattro? 
Maraganore: Our medicine costs 
$450,000 per year. A patient without 
treatment will lose the ability to walk, to 
feed himself, to button a shirt—and will 
die within a decade of diagnosis. The 
therapy we have essentially stops or in 
some cases reverses disease progres- 
sion where patients currently have no 
treatment options. 

Jeff, the payment scheme on the 
books right now dictates that you 
have to bill for Luxturna all at once— 
patients pay for it like they would 
any drug any doctor prescribes. 
Insurance companies are start- 
ing to cover it, but how can the 
system be reformed? 
Marrazzo: The benefit we 
create lasts—perhaps for a 
lifetime. Currently, we have 
to fit that long-term benefit 
into a single upfront charge. 
That’s not the way it should 
work. We should be paid over 
time based on the continued 
benefit of the treatment. 

It took a long time to 
get here—the genome was 
mapped in 2003. What’s next? 
Maraganore: When you bring 
the first of a new category 
of medicine forward, you've 
paved the way to bring 
many more forward using 
the same basic approach. 
This is a watershed moment. 
That’s what makes this all so 
very exciting. 


Maraganore and Marrazzo 
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Alexanarlia 
Ocasio-Cortez 


Representative-elect, New York’s 
14th Congressional District 
Ocasio-Cortez was one of 
102 women elected to the 
U.S. House of Representatives, 
breaking the chamber’s previous 
record of 85 women elected two 
years ago. 


On June 26 a visibly 

shocked Ocasio-Cortez 
saw on a watch-party TV 

screen that she'd won the 
Democratic primary for a 
district covering parts of 

Queens and the Bronx. 

Then 28, the democratic socialist politician had 
just beaten a powerful 10-term incumbent, Joe 
Crowley, all but ensuring she’d become the 
youngest woman ever elected to the House 

in November. Her surprise primary victory 
proved to be a bellwether: Women ran and 
won this fall in record numbers. The fresh- 
man class of the 116th Congress will have 
36 newly elected women in the House, 
including 13 women of color, many of whom 
have made history in their own right. These 
trailolazers include Cindy Axne and Abby 
Finkenauer, the first women elected to 
the lower chamber from lowa. Sylvia Gar- 
cia and Veronica Escobar will be the first 
Latina congresswomen from Texas, and 
Ayanna Pressley of Massachusetts and 
Jahana Hayes of Connecticut will be the 
first black women from their respective 
states. Rashida Tlaib of Michigan and 
Ilhan Omar of Minnesota will be the first 
Muslim congresswomen, and Sharice 
Davids of Kansas and Deb Haaland of 
New Mexico will be the first American 
Indian women. —-Margaret Newkirk 

and Arit John 


MARAGANORE AND MARRAZZO: PHOTOGRAPH BY JEFF BROWN FOR BLOOMBERG BUSINESSWEEK. OCASIO-CORTEZ: WILLIAM B. PLOWMAN/NBC/GETTY IMAGES 
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Audrey Gelman 


treWng:NewYor -s TN New locales in Brooklyn, San Fran- 
coworking space CISCO, and Washington—and the planned 
“locations and announced ~@XPansion to Boston, Chicago, London, 
“out, LOS Angeles, Paris, and Toronto—come 

after Gelman and her co-founder and 
chief operations officer, Lauren Kassan, 
raised $32 million in November 2017, a sign that inves- 
tors are finally getting bullish on female-led businesses. 
About 6,000 members pay as much as $2,700 annually for 
access to the workspaces, speakers and events, food and 
beauty products, and, as of October, child-care services. 
The Wing's first location, in Manhattan, 
opened in 2016 and was Inspired by 
the women's club movement of the late 
1800s, which sought to provide places Mukesh 
to work and socialize. “We remixed and Amban 
adapted those forms for the 21St CEN- chairman, Reliance Industries Ltd 


tu ry,” Gel man says. Emma Kinery Ambani overtook Jack Ma in July 


as Asia’s richest man thanks in 
part to the performance of his Indian 
conglomerate’s wireless unit. 


Reliance Jio Infocomm Ltd.’s free nationwide 
7 =A 4Gwireless service started in 2016, instantly 
| C ac — S| NM (j “ee soiling the world’s second-largest telecommu- 

—— nications sector. Two years later the subsidi- 
vy ary, which began charging for data in 2017, has 

Co-founder and CEO, ExodusPoint Capital Management * New York ae Bo Tes ee naa 

At a time when hedge funds can’t even match returns from the S&P 500, lages. Ambanis next bigbet is oné-commerce, 

to expand to $200 billion in about a decade, 


BlackRock, Goldman Sachs, and Blackstone flocked to _ Land, as a way of sticking it to Millennium’s founder, according to Morgan Stanley. He'll say only 

ExodusPoint because Gelband provided investors with Izzy Englander, with whom Gelband had a falling that the platform he’s developing will com- 

ae nas re a ceale - Sk eae os te ane Rone rival maple on te bine online and conventional shopping and will 
anagement—and because he’s taking only a 13 percen ozen Millennium fund managers followed Gelband. aes ear 

to 17 percent share of profits instead of the standard Englander tried to stop the poaching, but a three- leverage Jio wireless users, pitting it against 

20 percent. Many interpret the name of the fund, with __ arbitrator panel ruled that Gelband could hire whom- Amazon.com Inc. and Walmart Inc. in India. 

its obvious Biblical reference to leaving for the Promised ever he wanted. —Yalman Onaran —Bhuma Shrivastava 
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Taylor Swift 


Pop star 


Her Reputation Stadium Tour grossed $266 million in the U.S., 
more than any other tour this year—and a record for a female artist. 


To celebrate her 28th birthday, Swift tested the limits of her power with a creative solution 
to one of the music industry’s most intractable challenges: scalpers. Artists lose out on mil- 
lions of dollars to brokers, who use bots to vacuum up tickets and then resell them at inflated 
prices. So Swift tried a new model, offering tickets to thousands of fans who'd attended pre- 
vious shows and selling the rest for sky-high prices to lessen potential profit for the scalp- 
ers. (The experiment had its detractors, many of 
whom claimed she was gouging concertgoers.) 
Right after the North American leg of her tour, 


Swift took on another foe: Republicans in her home 
state of Tennessee. On Oct. 7 she threw her sup- 
port behind two Democrats running for office (one 
won, one lost), prompting the highest number of 


voter registrations anywhere in 
the country in a 24-hour period. 


Kratcik | 


CEO, Waymo LLC « Mountain View, Calif. 
Waymo’s autonomous fleet has driven more 
than 5 million miles since February, outpacing 
the automotive industry, including rivals such as 
Uber Technologies Inc. and GM Cruise LLC, to earn 
the Alphabet Inc. division a $175 billion valuation 
from Morgan Stanley in August. 


Krafcik runs the undisputed leader 
in driverless-car technology. 
Waymo, which is developing 
self-driving software but isn’t 
building its own vehicle, has deals 
with Fiat Chrysler Automobiles NV 
and Jaguar; the contracts give 
the company the option to buy 
82,000 cars, outfit them with the 
software, and deploy them as a 

robo-taxi fleet. “We 


Miles driven by Waymo 


GELMAN: AURORA ROSE/GETTY IMAGES. SWIFT: JON KOPALOFF/FILMMAGIC. KRAFCIK: DAVID PAUL MORRIS/BLOOMBERG. SCOTT: ZACH GIBSON/BLOOMBERG. 


AMBANI: AFP/MONEY SHARMA/GETTY IMAGES. GELBAND: PHOTOGRAPH BY CAROLINE TOMPKINS FOR BLOOMBERG BUSINESSWEEK. DATA: WAYMO 


—Alistair Barr 
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Tim Scott 


Senator, South Carolina 
Thanks to him, about 8,700 low-income 
census tracts are now designated as 
“opportunity zones,” and they’ve become the next 
big investing fad as Wall Street discovers the 
potential tax savings. 


Last year, when Republicans rammed through a controver- 
sial tax package stuffed with big cuts for corporations and 
the wealthy, Scott’s contribution to the overhaul barely drew 
notice. He’d managed to codify an idea that Silicon Valley lumi- 
nary Sean Parker and a coterie of lawmakers and policy wonks 
have been floating in Washington for years. The main perks: 
Investors who fund businesses or real estate in these zones 
can defer and reduce taxes on capital gains from previous 
unrelated investments—and if they keep their money in the 
zones for at least a decade, they can eliminate taxes on the 
additional appreciation. Goldman Sachs Group Inc. is already 
investing near New York’s Long Island City, where Amazon.com 
Inc. recently announced it’s opening a major office, and other 
companies are setting up dedicated funds for the purpose, 
some seeking a half-billion dollars. Treasury Secretary Steven 
Mnuchin has predicted that $100 billion in private capital could 
eventually flow into poor neighborhoods. When Scott toured 
some of the zones this year, his first stop was his childhood 
home of North Charleston, where his single mom raised him, 
working 16-hour days as a nurse’s assistant. Now “communi- 
ties that have not seen the type of economic recovery that 
the rest of the country has seen have a chance to be hope- 
ful,” he said in an interview on Bloomberg Television in July. 
Yet as the final rules take shape, researchers and nonprofits 
are sounding alarms. They point out that investors could use 
the tax breaks for projects they would’ve pursued anyway—or 
that their projects might displace low-income residents, fur- 
ther speeding up gentrification. —-Noah Buhayar 


‘Before 2018 “20188 See Ourselves as enablers, not disrupters, in transportation,” he said 
in an email. Waymo is testing about 600 Chrysler Pacificas on the 
road, and the majority of those were assigned to a free program for 
members of the public in Phoenix in April 2017; a limited, paid auton- 
omous ride-hailing service was scheduled to begin in the city in early 
December. “We're prioritizing safety and being thoughtful and mea- 
sured in our launch,” Krafcik said. He’s pursuing other business models, too, includ- 
ing driverless trucks, e-commerce delivery, and public-transportation partnerships. 
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Chrystia Freeland 


Minister of foreign affairs, Canada Freeland is a Rhodes scholar, an ex-journalist, a staunch 
Freeland squared off in trade talks with = Russia critic, and an avowed defender of NATO, foreign 
De op ogous tation, Keeenid’s aid, and global trade—hardly Trumpian. So it’s not surpris- 
last-minute deal to preserve a North American : caer 
trading cone tial exchenigés more tian ing that there was friction between Canada and the US. 
$1 trillion in goods annually. throughout the negotiations. When President Trump hit 
Canada with tariffs, Freeland fired back with her own, and 
her country, rather than Mexico, slowly became his target. Then Mexico struck its own deal with 
the U.S., pressuring Freeland to do the same to keep the three-country accord in place. Dead- 
lines came and went under threat of even more tariffs. Finally, on Sept. 30, Canada and the U.S. 
agreed to terms, preserving Nafta, which will be renamed the United States-Mexico-Canada 
Agreement. Freeland isn’t without her critics, who accuse her of needlessly rubbing liberal val- 
ues in Trump’s face. They also wondered if her occasional grandstanding—she accepted a diplo- 
macy award in Washington, for example, and used her speech to critique Trump’s policies—made 
Canada a target unnecessarily. Although each country’s legislative body has yet to vote on the 
deal and some tariffs remain in place, it’s an agreement nonetheless, and it’s made Freeland into 
Prime Minister Justin Trudeau’s star minister. —-Josh Wingrove 


Hada Daniel Ek 


Haddish 
CEO and co-founder, Spotify Ltd. * Stockholm 


Spotify’s stock climbed as much as 
49 percent after the company listed 
shares on the New York Stock Exchange in 


Her breakout role in last year’s Girls Trip, 
Actor and producer which grossed more than $140 million world- 


Anyone who hasn’t heard wide, opened up a lot of opportunities for the 
actor, who spent time as a foster child and 


of Haddish will have plenty was homeless before making her name on 


of opportunity to change that— _ the Los Angeles comedy circuit. She hosted April, giving Ek more clout in his talks with 
eee 2 Saturday Night Live in November 2017 (a 
she’s involved with more than performance that earned her an Emmy in record labels. 


a half-dozen projects next year September), and her memoir, The Last Black 
Unicorn, spent 16 weeks on the New York 


after working on 10 this year. Times best-seller list. —Anousha Sakoul Ek rescued the music business from its war with the 


internet. He’s persuaded more than 80 million people 
to pay a monthly fee for a bottomless library of songs, 
playlists, videos, and podcasts. Industry sales, once 
decimated by piracy, have climbed four years in a row. 
That success allowed Ek to skip the conventional 
path to an initial public offering: hiring bankers, going 
on a roadshow to entice potential investors, and 
then listing new shares within a prescribed price 
range. Instead, upending decades of standard 
practice, he chose to do a “direct listing.” Starting 
on April 3, existing shareholders could sell their 
stakes with little control over pricing. (Ek did 
this because he thought the private market 
had properly valued the company.) The gambit 
worked. Spotify’s value surpassed $30 billion 
for several months, boosting Ek’s net worth to 
almost $3 billion before the company’s stock 
tumbled this fall in the tech rout. Now Ek is 
trying to get artists to forgo record labels 
altogether, which could turn Spotify into 
the first self-sufficient online music com- 
pany and transform the industry for a sec- 
ond time. —-Lucas Shaw 


@ What she’s been up to in 2018 


4 movies (Uncle Drew, Night School, The Oath, Nobody’s Fool; through mid-October, they 
had grossed more than $145 million combined) 


1 Super Bowl ad (for Groupon in February) 

1 presenting role (the Oscars in March) 

1 leading role in a sitcom (Shay in The Last O.G., which premiered in March) 

1 role in a music video (a cameo in Drake’s Nice for What, which was released in April) 
1 hosting gig (the MTV Movie & TV Awards in June) 

@ 2019 and beyond 

In January, Simon & Schuster Inc. will publish her memoir in paperback. 

4 movies (The Kitchen, Limited Partners, The Lego Movie 2, The Secret Life of Pets 2) 
1 Netflix comedy special 


1 animated Netflix TV series (voicing one of the lead characters in Tuca & Bertie) 
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1 HBO comedy series (Unsubscribed is in development) 
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EXCLUSIVE ACCESS TO THE GIZA PYRAMID COMPLEX 


Special entrance between the paws of THE GREAT SPHINX 
with Egypt's greatest archaeologist DR. ZAH| HAWASS. 
Some moments last a lifetime. We can make them happen. 


TOUR DATES AND MORE INFORMATION: contact@archaeologicalpaths.com 
WWW.ROYALEGYPT.COM \ US phone: 917-719-1974 
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Kenya 
Barris 


Showrunner, Netflix Inc. 
The Black-ish creator and Girls Trip screenplay writer 
in August signed a three-year deal, reported by Variety 
to be valued at $100 million, with Netflix to develop projects 
through his Khalabo Ink Society. 


David Walters talked to Barris—whose Emmy- 
nominated and Peabody Award-winning show 
tackles sensitive topics such as the N-word and 
the social injustices of the Trump administration, 
sometimes to the dismay of ABC executives— 
about his deal, the difference between Netflix 
and network TV, and the evolution of the family 
sitcom. Excerpts: 


You’ve been honest about the excitement and 
fear that came with your contract. Which emo- 
tion is winning out? 
Fear! It will never not be fear. But that’s OK. It 
makes me figure things out in a more cautious 
way and also fuels my creativity. 

And the excitement? 
Friends are here helping me with the writing. | saw 
the Alexander McQueen documentary, McQueen. 
He was this street kid who went to Paris to take 
over Givenchy, and the only way he would do it is 
if he could bring his crew. That’s what | want this 
office to be—a creative bungalow. 

Netflix reoresents a paradigm shift in the 
industry. How will networks adapt? 
Network television will continue to thrive, 
because it can still soeak to the everyday man. 
| would walk in airports and have older Asian 
women come up and tell me Black-ish reminds 
them of their family. 

What's the biggest difference between creat- 
ing for network TV and Netflix? 
I’m used to knowing that 10 million people see 
my show a week. You don’t hear the numbers 
at Netflix. That’s harder for me. I’m a populist. 
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| like the idea of a lot of people consuming my 
work. There are a few shows on Netflix that do 
get those big hits. We see the digital footprint 
of Stranger Things, House of Cards, Master of 
None. That’s my goal: to make sure my people 
can see my tracks in the mud. 

Netflix produced 676 hours of original pro- 
gramming in the third quarter of 2018 alone. 
To binge that, youd have to stay awake for 
28 straight days. How are you going to 
set yourself apart? 
| Know how to market what | want 
to do. Netflix has thus far been 
receptive to hearing ideas, and 
the business of this business is 
something | take pride in. You 
walk into the lobby at Netflix, 
you see everyone from Cardi B 
to Barack Obama. That’s an 
interesting pool to splash into. 

Your exit from ABC was grace- 
ful. What’s your bridge-burning 
policy? 

I’m still an executive producer on 
Black-ish and [Black-ish spinoff] 
Grown-ish. I'm doing a Bewitched 
pilot for ABC and another show 
on the Freeform network called 
Besties. | still want to be part of that 
world. It’s important to have families 
sit down and watch network televi- 
sion. ABC [parent Disney] acquired 
Fox, so it’s going to be the biggest 
media company in the world. That 
would be like burning a bridge while 
you're standing on it. Not something | 
was looking to do. 

What kinds of stories do you want 
to tell in a non-network family sitcom? 
On Black-ish, the more we said, “We’re 
just trying to figure this parenting thing 
out,” the more it resonated with our audi- 
ence. | want to take that even further. 
Real life isn’t “My boss is coming over, 
and my wife burned the pot roast.” Some- 
times it’s “My boss is coming over, my wife 
burned the pot roast, and we accidentally 
took ecstasy.” 
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z a Co-founder, Careem Networks 
UQAassIil CliKMas 2s 
Ride-hailing startup 


Careem, already the 
Sheikha’s six-year-old company has More s200milioninoctove 


to expand into mass transit 


than 1 million drivers in the Mideast and. anddeiveries 

northern Africa, allowing customers to book bikes, golf 

carts, rickshaws, and boats, in addition to cars. This 

has made Careem an attractive potential purchase 

for Uber Technologies Inc., which Bloomberg 

News reported in September Is in discussions to 

acquire it for as much as $2.5 billion. Sheikha 

is also using his clout to support One Million 

Arab Coders, an initiative that offers online 

courses in website and mobile-interface 

development, and he puts on a hack- BIS 

athon in Ramallah and an artificial- 

intelligence-oriented SUMMEF CAMDN «pop boy band « Seout 

in the United Arab Emirates. “Tech- @ Kcrcanoop band to top Bilboard's 

nology is enabling regional ECONO- then thad another No-t in August with Love 

mies toleapirog traditionallintta=eccues menses 7 a 

structure Challenges Around ars owes its popularity to its willingness to address 

transportation, DaNKING, ANC inacenre often painted as bubble gum. Tickets forts frst 

COMMUMIGALIOM,. Ne: Say Sic ucreicienceticeciyc bance ain Rae esr iince 
Based on BTS’s success, Big Hit Entertainment, which manages 


a oa Gwen Ackerman the band, is expanding into movies, games, and oncinl YouTube 


content; in March it said revenue more than doubled last year, to 
$86 million. —-Sohee Kim 


Jungkook 
J-Hope 


SHEIKHA: COURTESY SHEIKHA. CARET: PATRICK T. FALLON/BLOOMBERG; BTS: C FLANIGAN/GETTY IMAGES 
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Leanne Caret 


President and CEO, Boeing Defense, Space & Security 
She reversed years of declining sales at the division by landing three of 
2018's biggest military contracts, which together are worth $25 billion. 


At Boeing’s Chicago headquarters in 
November, Caret recalls the afternoon 
two months earlier when she put on her 
best poker face and strolled into an 
auditorium. Inside, some 300 defense 
workers were waiting to hear if they’d 
snapped a losing streak. At stake was 
a $13 billion deal to build drones that 
refuel U.S. Navy planes, the first of three 
bids that would determine Boeing’s 
future in military aircraft. 

In front of the microphone that day 
in St. Louis—where Boeing assembles 
its F/A-18 Super Hornet and F-15 Eagle 
fighters, and where it would build the 
drone if the bid prevailed—Caret read 
from an article predicting the company 
would lose. Then she tacked on her own 
ending: “And the Navy has selected as 
its contractor: the Boeing Co.” The place 
erupted, Caret says, with people jumping 
on chairs and storming the stage. “Then 
we were off,” she adds. “We had meet- 
ings that night.” 

It was the start of a Boeing sweep, 
as the company won Pentagon con- 
tracts to build a training jet called the 
T-X and to militarize an Italian commer- 
cial helicopter to serve as a Bell Huey 
replacement. The victories were much 
needed. Although Boeing’s commercial 
plane business is awash in cash, Caret’s 
division was struggling when she was 
named defense chief in 2016. 

Caret, whose parents met while work- 
ing on the Saturn V rocket for NASA, 
is the latest caretaker of the compa- 
ny’s 101-year military heritage, which 
stretches from the B-17 Flying Fortress 
bombers that helped win World War 
Il to the still-flying B-52 bombers that 
her father worked on as a systems 
engineer during the Cold War. In 1997 
this history entered a new phase when 
Boeing bought McDonnell Douglas 
Corp., an acquisition that promised to 
make its defense division a true equal 


to its commercial plane-making empire. 
But trouble began just four years later, 
when the company missed out on a 
critical contract for the $406.5 billion 
Joint Strike Fighter, the largest-ever 
U.S. weapons program. Business grew 
patchy into the 2010s, as Congress 
capped military spending and sales 
dwindled for the aging fighter lineup 
Boeing had inherited from McDonnell 
Douglas. Not long before Caret took 
over, Boeing lost out on an $80 billion 
contract to build a stealth bomber that 
would replace the B-52. 

Even the sporadic deals the com- 
pany has landed haven't always gone 
smoothly. In October it blew its lat- 
est delivery deadline on a 2011 con- 
tract to convert its 767 passenger jet 


into an aerial fuel-hauler for the U.S. Air 
Force; cost overruns on the project are 
approaching $4 billion. Caret’s team has 
worked to shore up the project and find 
new sources of revenue, drawing on 
executives from across the company, 
including Chief Executive Officer Dennis 
Muilenburg, to help nail down a strategy 
for its drone and jet contracts. 

In placing its bids, Boeing relied on a 
new manufacturing process it’s honed 
for more than a decade across its com- 
mercial and defense businesses, which 
the company was convinced could save 
time and money. While she won't divulge 
much about the technology, Caret says it 
allows factory workers to rivet together 
the main fuselage sections of the T-X 
trainer in less than an hour, compared 
with a day and a half for the Super 
Hornet. “We wanted to become lean and 
efficient,” she says. 

The new process led Boeing to base 
its proposals on the potential long- 
term windfall rather than the costs to 
develop and build the first batches of 
aircraft. It aggressively underbid, absorb- 
ing a$700 million earnings hit after win- 
ning the contracts. The company’s offer 
of $9.2 billion for the T-X, for exam- 
ple, was less than half the amount the 
Pentagon had anticipated spending. 
Boeing is banking on eventually selling 
and servicing thousands of the aircraft. 
However, bidding so low is a highly risky 
and unusual strategy. If the manufactur- 
ing savings don’t materialize or there are 
delivery delays, losses could mount. 

The pressure to evolve comes with 
the job, Caret says. The payoff is a 
place in history. She gets choked up 
thinking about how the projects she’s 
involved with may endure for a half- 
century or more, much like the B-52s 
her father worked on. “Somebody asked 
me how | would know that the strategy 
we deployed in 2016 was working, and 
| said, ‘When we start winning,” Caret 
says. “And these teams, well, they 
earned this. This wasn’t given to us.” 
— Julie Johnsson 


Bloomberg Businessweek 


Abigail Johnson 


CEO, Fidelity Investments ¢ Boston 
Mom and pop investors poured almost 
$1 billion into Fidelity’s two zero-fee 

index funds in their first month on the market. 


The funds, which track broad U.S. 
and international stock markets, 
were the latest escalation in a long- 
running price war whose participants 
include Vanguard Group, BlackRock, 
and Charles Schwab. That the move 
to zero was made by Fidelity—a com- 
pany known for its stockpickers, not 
its index funds—was a signal that 
Johnson is willing to take the fam- 
ily business in a new direction. (Her 
grandfather founded the company.) 
“We need to find other ways to get 
people to give us a try,” Johnson told 
Bloomberg Markets. “Having a no- 
minimum, no-fee offering seemed like 
a pretty good way.” Craig Siegenthaler, 
an analyst at Credit Suisse Group AG, 
likened the company’s no-fee funds 
to the free toaster that banks once 
offered to entice customers. If they 
become a gateway to higher-cost 
Fidelity products—an actively man- 
aged Fidelity fund costs from 75¢ to 
85¢ per $100 invested—then Johnson 
may have hit on a winning formula. 
— Annie Massa and Charles Stein 
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Jenny Saville 


Artist 
When her Propped sold at 
Sotheby’s London in October 
for $12.4 million, it became the 
highest price paid at auction for 
an artwork by a living woman. 


Saville has been famous since 1992, 
the year she graduated art school and 
painted Propped, one of her fleshy nudes. Early 
on, Saville, who lives in Oxford, was grouped with other 

so-called young British artists such as Damien Hirst and 
Sarah Lucas. Recently, in what’s been the most promi- 
nent stretch of her career, she’s had a much-lauded solo 
show at the Scottish National Gallery of Modern Art in 
Edinburgh and an exhibition of new work at the Gagosian 
Gallery in New York. Auction sales might be meaningless 
to an artist’s bottom line—an anonymous collector sold 
Propped, so Saville got only a €12,500 ($14,000) resale 
royalty—but for established midcareer artists, the win- 
ning bids can be powerful signifiers. They’re not just 
market speculation on an up-and-comer; they’re affir- 
mation of a career and a bet on an artist’s future. The 
collector, the buyer, and the auction house might have 
set the record, in other words, but the prestige belongs 
to Saville alone. —-James Tarmy 


Stuart Vevers 


Executive creative director, Coach * New York 


Vevers turned the bagmaker into a modern om my 
fashion house, increasing sales 3 percent forthe | . 
fiscal year ended in June after four years of declines. = 7 


The midmarket leather goods label had 
struggled in recent years because of 
heavy discounting and increased compe- 
tition from Michael Kors and Kate Spade— 
until Vevers transformed Coach into a full- 
fledged fashion brand with accessories, 
clothes, and runway shows. His designs, 
including the buzzy $795 Rogue bag, have 
boosted revenue and helped parent com- 
pany Tapestry Inc., which acquired Kate 
Spade last year, right its own sales numbers. 
—kKim Bhasin 
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Joy Buolamwini & Timnit Gebru 


Founder, Algorithmic Justice League, and research scientist 
and technical co-lead, Ethical Al Team, Google 
Their paper at a February artificial intelligence conference showed that 
popular facial recognition software misidentified dark-skinned female faces 
as much as 35 percent of the time and dark-skinned males as much as 12 percent 
of the time, whereas the technology worked with precision on white men. 


the machine she was using couldn’t make 

out her face even though it had no trou- 

ble identifying her white roommate. Later, 

as a grad student programming facial rec- 
ognition software at MIT, she 
resorted to wearing a white 
costume mask just to get her 
coding done. 

It didn’t seem like an opti- 
mal solution to debugging 
what was an obvious issue with 
the technology. And it raised 
even more questions when 
she read that police depart- 
ments and the FBI use the soft- 

ware to match photos—some 
from driver’s licenses—to data- 
bases of suspected criminals; 
a 2016 report by Georgetown 
Law School's Center on Privacy 
& Technology found that half of 
U.S. adults are in law enforce- 
ment facial recognition networks. 
This year, Buolamwini’s con- 
cerns echoed beyond her 
research labs. The paper she 
co-presented with Gebru—who 
arrived at similar conclusions 
through work on image recog- 
nition using Google Street View 
while at Stanford—undermined the 
notion that popular Al programs 
are ready to handle law enforce- 
ment and surveillance duties, even 
as government agencies increas- 
ingly embrace them. 

Buolamwini and Gebru’s find- 
ings helped catalyze a year of pro- 
test. The American Civil Liberties 
Union demanded that Amazon.com 

Inc. stop selling its Rekognition 
software to police departments 
(Amazon declined), and employ- 
ees at Google protested contracts 
that could give image recognition 
capability to U.S. defense agencies 
(Google pulled out of the contract). 
At Microsoft Corp., where Gebru 
worked at the time the paper was 
released, Chief Executive Officer 
Satya Nadella ordered researchers 
to fix the problem in its Face API soft- 
ware (Microsoft said in a June blog 
post that it had); the company, cit- 
ing the research, then called for the 


Buolamwini first got interested in the idea 
of Al and discrimination while working with 
robots as a computer science major at 
Georgia Tech in 2011. She discovered that 


Buolamwini and Gebru 


government to regulate facial recognition 
technology. Buolamwini and Gebru have 
briefed lawmakers on their conclusions 
and given talks at the United Nations and 
the European Commission as those bod- 
ies look at Al governance. Senator Kamala 
Harris (D-Calif.), a likely 2020 presidential 
contender, has referenced the research 
in taking up the cause of Al discrimina- 
tion. “This conversation is top of mind now, 
and this is so different from what | saw a 
year or a year and a half ago,” says Gebru, 
co-founder of the group Black in Al, which 
seeks to increase the number of black peo- 
ple in the field. 

For their paper, Buolamwini and Gebru 
tested how software from Microsoft, 
Facebook Inc., and International Business 
Machine Corp. performs when determin- 
ing if an image is of a male or female, a 
key method of quantifying effectiveness. 
Testing for sex is an easy way of putting 
these programs through their paces: If they 
can’t do something right when there’s a 
50 percent chance of being successful, 
why trust software to help identify who 
robbed a bank? The error rate they found 
further confirmed earlier reports of biases. 
In 2015, Google apologized after its photo 
program identified a black man and his girl- 
friend as gorillas. 

Separately, in July the ACLU ran photos 
of Congress members through Rekognition 
and tried to match them to images of 
known criminals to prove how error-prone 
the software could be. It found 28 matches 
to a database with 25,000 publicly avail- 
able arrest photos, disproportionately 
selecting lawmakers of color, including civil 
rights hero John Lewis. “We did a follow-on 
study where Amazon was not even classify- 
ing the face of Oprah Winfrey correctly, yet 
you want to sell this technology to police 
departments?” Buolamwini says. (Amazon 
said the ACLU didn’t use the proper set- 
tings. Regarding Winfrey, an Amazon 
spokesperson says, “We encourage exper- 
imentation with our services and are grate- 
ful to anyone who points out opportunities 
for improvement.”) 

One important reason these algorithms 
perform poorly is that they’re mostly trained 
with images of white faces. When you don’t 
give Al software a diverse enough data set, 
it doesn’t perform as well. The goal of their 
paper was to get the big tech companies to 
be more sensitive to this problem, and their 
individual efforts—Buolamwini’s Algorithmic 
Justice League highlights bias in data anal- 
ysis formulas—continue to do so. The work 
“has empowered all the people who work in 
fairness, accountability, and transparency,” 
Gebru says. ——-Dina Bass 
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Vice premier, People’s Republic of China 


record $661 billion. 


After years of shaping policy behind the scenes, 

Liu has a job leading oversight of China’s cen- 
/ tral bank, as well as finance and securities reg- 

ulators, giving him the equally crucial task of 
reining in the nation’s swelling $34 trillion debt 
pile. The world got a hint of Liu’s growing impor- 
tance in January when he represented China at 
the World Economic Forum's annual meeting in 
Davos, Switzerland. He pledged that his nation 
would make the financial sector more welcom- 
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Liu’s elevation to the vice premiership in March cemented him as President Xi 
Jinping’s primary economic adviser and made him pivotal to the relationship 
between China and the U.S., in which total trade is on course to surpass last year’s 


reduce levies on imports as a way of marking the 
A4Oth anniversary of Deng Xiaoping’s first steps 
to open the economy. Life got tougher for the 
Harvard-trained official in May, when President 
Trump scrapped a trade truce Liu and Treasury 
Secretary Steven Mnuchin seemed to have pulled 
together. Since then he’s been active in China’s 
efforts to deal with the trade war while ensuring 
that debt doesn't further overwhelm the country. 
—Malcolm Scott 


ing to foreign companies and 


Director, Black Panther 
The movie is the highest- 
grossing superhero film 
ever in the U.S. and has earned 


When Black Panther hit theaters in 
February, moviegoers were treated 
to a $200 million Marvel film with all 
the usual trappings: good guys, bad 
guys, car chases, explosions, and 
futuristic technology. But they were also 
asked to grapple with themes such as 
slavery, colonialism, inheritance of ances- 


4 | va $1.35 billion globally. 
C O O QO | CO tral lands—and with how those legacies 
complicate what it means to be black not 


only in fictional Wakanda but also in the real world of 2018. 
Arriving right before this year’s Academy Awards—which 
were on Year 4 of the #OscarsSoWhite campaign that aims 
to spotlight the academy’s poor track record of honoring 
anyone who's not white—the film was a worldwide smash. 
Coogler dethroned Straight Outta Compton’s F. Gary Gray 
as the black director with the highest-grossing movie in 
history, further dispelling the long-held myth that films with 
predominantly black casts don’t resonate with wider audi- 
ences (much as Crazy Rich Asians did for films with Asian 
casts). Black Panther is widely viewed as a contender for 
best picture at next year’s Oscars—so much so that when 
the academy announced it would delay a new award for 
blockbusters, the backpedaling was attributed by some 
to public outcry over the possibility that itt would hurt the 
movie’s chances in the more prestigious category. Next 
year, Coogler will team up with the Los Angeles Lakers’ 
LeBron James to make the sequel to the 1996 movie 
Space Jam. —Jordyn Holman 
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Cathie Wood 


CEO, Ark Investment Management LLC « New York 
Ark’s exchange-traded funds almost tripled their assets 
thanks to Wood’s success investing in tech companies. 


Ninety-eight percent of ETF managers buy an 
index of stocks or bonds, but Wood takes a more 
active approach, picking industry disrupters and 
raising or lowering her stakes every day. The strat- 

egy is working. Iwo of her six funds are among the 
10 best-performing ETFs of the year, 
out of more than 1,800. Her larg- 
est technology fund has returned 

16 percent, and another that 

. focuses on DNA technology has 
- gained 18 percent. That's attracted 


investor cash, bringing ETF assets 
to $2.3 billion, up from $843 million 


- at the end of 2017. (Overall, Ark- 
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managed assets are up to more 
than $6.4 billion as of late Novem- 
ber, from $3.2 billion last year.) 
Wood's top picks this year include 


_ Invitae Corp., a genetic testing 


: company that doubled its stock 


= 


- price, and the cancer research 


- company Juno Therapeutics 
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_ Inc., for which Celgene Corp. paid 
- $9 billion. —Rachel Evans 
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Gavin Barwell 


Chief of staff to U.K. Prime Minister Theresa May 
May’s government calculates that leaving the 
European Union without a deal by the March 29 

Brexit deadline could cost the country as much as 

11 percent in gross domestic product over the next 

15 years, and Barwell’s skills as a political fixer are 

essential to ensuring that doesn’t happen. 


Barwell lost his seat in Parliament when May’s gam- 
ble on an early election backfired in 2017. So she 
appointed him to his current job, and against all odds 
he’s helped keep her in office. Hard as it was negoti- 
ating the divorce with Brussels, it proved easier than 
fighting with various political factions in London. 
Barwell will need all of his powers of persuasion to get 
enough lawmakers to back the deal in a crucial vote on 
Dec. 11. Throughout the Brexit process, he’s deftly kept 
rebellious Conservatives in check, arguing that if they 
don’t get in line, they could be fighting for their jobs 
in fresh elections. Now he's working to stop pro-Brexit 
hard-liners from blocking what they see as a sellout 
agreement in Parliament. For them, leaving without a 
deal would be better than the close partnership with 
the EU that May has signed up for. —Tim Ross 


Bloomberg Businessweek 


Rose 
Marcario 


CEO, Patagonia Inc. « Ventura, Calif. 

Patagonia Action Works, 

a digital platform that 
connects customers with 
grassroots environmental 
organizations, is on target to raise 
more than $1 million this year 
and facilitate about 10,000 hours 
of volunteer activity, the latest 
chapter in Patagonia’s 40-year 
history of activism. 


Bloomberg News reporter Kim Bhasin 
talked to Marcario about Patagonia’s envi- 
ronmental advocacy and its effect on busi- 
ness. Excerpts: 


How is Action Works different from 
Patagonia’s regular championing of out- 
door causes? 

It gives people the ability to get involved 
in events, petitions, fundraising, volunteer- 
ing. There are people showing up to our 
stores who are just there for the activism. 
We have stores and dealers everywhere in 
the country, and we'll build those commu- 
nities, and they'll be their own little action 
centers around air, water, and soil issues 
in their neighborhoods. 

The tone of Patagonia’s activism has 
shifted of late. There seems to be more 
urgency behind your message. 

We've had rollbacks of some 70 protec- 
tions of endangered species and public 
lands. And then the national monument 
reversal in Utah—the first time ever in 
American history where a president undid 


Brian Roberts 


CEO, Comcast Corp. « Philadelphia 
Comcast spent $39 billion 
on British satellite-TV giant 
Sky Plc to gain a foothold in Europe 
and reduce its dependence on the 
declining cable-TV market in the U.S. 
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And Now for _ the Usual 


@ Jeff Bezos, CEO, Amazon.com Inc. @ Sergey Brin, president, 
Alphabet Inc. @ Warren Buffett, chairman and CEO, Berkshire 
Hathaway Inc. @ Tim Cook, CEO, Apple Inc. @ Recep Tayyip 
Erdogan, president of Turkey @ Ronan Farrow, journalist @ Pope 
Francis @ LeBron James, forward, Los Angeles Lakers @ Xi 
Jinping, president of the People’s Republic of China @ Kim Jong Un, 
supreme leader of North Korea @ Emmanuel Macron, president 
of France @ Theresa May, prime minister of the United Kingdom 
@ Narendra Modi, prime minister of India @® Robert Mueller, spe- 
cial counsel, U.S. Department of Justice @ Elon Musk, CEO, Tesla 
Inc. and SpaceX @ Larry Page, CEO, Alphabet Inc. @ Vladimir Putin, 
president of Russia ® Mohammed bin Salman, crown prince of 


the work of three past presidents who estab- 
lished a national protected wilderness. 
Why did Patagonia seize on the par- 
ticular issue of Bears Ears and Grand 
Staircase-Escalante? 
It was the largest elimination of public lands 
in history. It was almost 3 million acres. We 
joined with conservationists and native 
American tribes in filing a lawsuit because 
we felt it was an illegal action and set a ter- 
rible precedent. 
Is that kind of activism good business for 
Patagonia? 
It hasn’t hurt our business at all. We've had an 
incredible year. We don’t do it with the mind 
of, “Oh, this is going to generate business or 
not generate business.” We do it with the mind 
that these places need defense and protec- 
tion, and we want to help bring awareness. 
Can businesses stay neutral on these top- 
icS anymore? 
We're living in a time when it’s important 


After buying Sky, Comcast, the second-largest cable 
company in the U.S., became a major competitor 
in the U.K. Entry didn’t come cheap. It paid more 
than twice what Sky was worth when it first went 
up for sale in 2016, borrowing heavily to make it 
happen. But the deal gave Roberts a key victory 
over his chief rival, Walt Disney Co. Chief Executive 
Officer Bob Iger, who snatched 21st Century Fox 
Inc. away in a bidding war this summer. Owning Sky 
helps Comcast address perhaps its biggest weak- 
ness: cord cutting. While Comcast already owns 
NBCUniversal, home to a movie studio and TV 


for business to drive a new kind 

of economy, an aspirational view 
of the future where business is a 
force for good. We have to get out 
of this quarterly mentality. 

When customers buy a Patagonia 

fleece, do you want that action to 
prompt them to think about these 
causes? 
We hope if they’re getting out- 
doors and enjoying wild places, they 
go there to protect them for future 
generations. 

How do you know if it ever becomes 
too much activism? Is there a line? 
People expect it now. Younger custom- 
ers are much more educated. They look 
at a product multiple times before they 
purchase it, and they do alot of research. 
They vote with their dollars much more. 
If you're a brand and you're ignoring 
that, you’re going to lose long term. 


networks such as MSNBC and USA, it’s been 
losing thousands of cable customers as Netflix 
Inc., Amazon.com Inc., and other online services 
entice people to drop their cable subscriptions. 
Sky, however, is still adding to its 23 million sub- 
scribers in countries such as the U.K., Italy, and 
Germany. The deal is also another sign of how 
Roberts has transformed the company he inher- 
ited from his father into a global entertainment 
empire that both owns the films and shows peo- 
ple watch and the cable and internet connections 
that deliver them. —-Gerry Smith 
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Suspects | 
wy wezoeeee enw Tim sweeney 


people below are significa au 
to be on their own list. So we WONT. CEO, Epic Games Inc. « Cary, NC. | 
Epic’s megahit video game, Fortnite, claims =~ all “f 
Saudi Arabia @ Shery| Sandberg, 200 million players worldwide, five times the —_ | 
COO. Facebook Inc. @ Masavoshi number at the start of the year, and it’s made billions of ~__. 
y dollars for the company. 
Son, CEO, SoftBank Group Corp. 
@ Donald Trump, president of the 
Wnccksnicnr Mecmuccecesam i Fortnite, a player uses his weap- 


Sreeukemuccermeacenesiaa Ons and wits to become the last 


ean BetciecacMuulicuacmecmactetcicame person alive on a rapidly shrink- 
Smee imeem § ing island. The free game's car- 


ee UOMO SERGE toonish characters have proved 
@ Jeff Zucker, president, Cable News 


Network Inc. ®@ Mark Zuckerberg, 
chairman and CEO, Facebook 


palatable to kids and parents, 

and its victory dances have 

been performed by elementary 

school students 

and NBA stars 

alike. Sweeney’s genius 

was in making Fortnite easily 

accessible across game con- 

soles and smartphones; avatars, 

gadgets, and other in-game perks 

Ehet ew. Generare” Pevenue. 

sre eae Fortnite’s popularity 
has also been fueled 


in part by its battle 
= royal format and its 
oy 2018 2019 


$20.1b 


appeal as a specta- 
tor sport: The con- 
tests are the most- 
viewed on Twitch, Amazon.com 
Inc.'s game-streaming service, 
and the game's top “athlete,” 
Tyler Blevins, earns $500,000 a 
month. Sweeney is pressing his 
advantage: He’s declined to put 
Fortnite in Google’s app store as 
part of a dispute about revenue 
sharing, a move that threatens 
the fee structure that Google and 
Apple Inc. have enjoyed for years. 
— Chris Palmeri 
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Jose Andre : 
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= 

Founder, World Central Kitchen, and chef-owner, ThinkFoodGroup « Washington, D.C. 
In the wake of natural disasters—wildfires in California, hurricanes Florence, Michael, and Maria in the U.S., and 
earthquakes in Indonesia—his nonprofit served more than 2.5 million meals to victims and first responders this year. 


When Andrés arrived in Wilmington, N.C., on Sept. 15, Florence had already forced thou- 
sands of residents to evacuate, caused five deaths, and prompted a nuclear plant shutdown. 
Working out of two industrial kitchens, his organization fed 20,000 people that day. Two 
months later, operating out of Chico State University, he prepared 7,000 pounds of turkey 
and 100 gallons of gravy so families displaced by California's Camp Fire and emergency 
workers could celebrate Thanksgiving. Andrés, a Michelin two-starred chef with 31 restau- 
rants in the U.S., Mexico, and the Bahamas, started 


Hurri Hurri Kil Hurri Earthquakes, [; eee : cree 
‘Loreal ts aa Pico wtcce isc ls Chatty in 2O1O-arterzan earthquake in Haiti. 
pact of Puente RIGO es  otawan eCalolhas He's become so expert at providing food service in 
F 2018 Hurri : 
Petene lear eedamicnet: disaster areas that last year the Federal Emergency 


Guatemala California) Florida 


Management Agency awarded him about $11 million 
nee in grants to continue his work in the aftermath of Maria. 
meals served In addition to dispensing 3.7 million meals in Puerto Rico 
and organizing more than 19,000 vol- 
unteers, he started the Plow to Plate 
Partnerships Program, which has 
bestowed more than $384,000 in 2018 to 
businesses on the island. —Kate Krader 


Guilherme 
Benchimol 


CEO, XP Investimentos SA « Sao Paulo 

Brazil’s central bank in August approved 

the sale of a significant minority stake in XP, 
which wants to be the country’s answer to Charles 
Schwab Corp.; the transaction valued the brokerage 
at 12 billion reals ($3.1 billion) and confirmed that 
Brazil's big banks see value in the smaller financial 
companies that have been challenging them. 


Co-founded by Benchimol acquisition, analysts expected XP to 
in 2001, XP changed the lose clients because it wasn’t indepen- 
asset management industry dent anymore. The opposite happened: 
in Brazil by giving the middle Customers liked that XP now had a big 
class access to sophisticated bank as apartner. Assets under custody 
investment products andtrad- areup 51 percent this year, to more than 
ing platforms that didn’t charge 190 billion reals through October, while 
brokerage fees. The deal that the number of clients has risen 51 per- 
the central bank approved — cent, to 815,000. XP is planning to offer 
with Ital Unibanco Holding digital banking services and a stand- 
SA makes Benchimol worth alone cryptocurrency exchange (without 
more than 2.7 billion reals— _ Itau). It also plans to have 10,000 invest- 
he started the company when _ ment advisers by 2020, from 3,700 now. 
he was 24 with 10,000 reals in “lI want, in maybe 10 to 20 years, to be 
his bank account after being even bigger than Itau itself,” Benchimol 
fired from a brokerage firm. says, adding that he'd value XP at about 
“We thought we would go broke _ 30 billion reals today. He’s got a ways to 
every day,” he recalls. After Itau— — go: Itau is valued at more than 300 bil- 
Latin America’s biggest bank by _ lion reals. ——Cristiane Lucchesi and 
market value—announced the Felipe Marques 
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sonia Cheng 


CEO, Rosewood Hotel Group * Hong Kong 
Her competitors generally tackle one opening every 
few years, but Cheng introduced four hotels in locations 
from Bermuda to Phnom Penh and announced seven more, 
part of an aggressive expansion for the luxury chain. 


Cheng’s" short-term pipeline will see Rosewood’s 
24-property portfolio double by 2023. The company, known 
for glamorous but unstuffy six-star stays (typically $700- 
$1,000 a night), is using the expansion in part to broaden 
its appeal to young parents and millennials, demographics 


that are vital for long-lasting loyalty. This year, Cheng 
started an education-driven kids’ club that focuses on cul- 
tural exchange (such as crafting traditional dance masks 
in Bermuda), as well as a wellness program that includes 
a variety of Eastern therapies. Her next move: a compan- 
ion brand called Khos that seeks to bridge the gap between 
lifestyle and business hotels. When it makes its debut next 
year, Khos hotels will have informal meeting spaces and 
boutique gyms instead of spas. “I want Rosewood to be the 
most formidable and progressive hospitality company there 
is,” Cheng says. ——Nikki Ekstein 


« 
md 
x 
7) 
Ww 
0} 
<x 
2 
> 
- 
b 
Ww 
g 
= 
x 
i 
(aa 
<x 
Oo 
oO 
w 
= 
Ww 
> 
i 
7 
7) 
v4 
° 
fo) 
a 
2) 
ia 
wi 
a 
E 
= 
we 
im 
Ww 
= 
na 
4) 
Ww 
z 
a 
2 
iva) 
o 
ina 
wi 
a 
= 
ro) 
° 
ba] 
ira) 
a 
co) 
ira 
Zz 
= 
fe) 
ia 
oo 
t 
rm 
wi 
5 
> 
ao 
x 
a 
<= 
[oa 
0} 
1°) 
E 
1e) 
T 
a 
< 
ina 
[a 
mi] 
oO 
w 
a 


a 
wi 
Zz 
7) 
fe) 
a 
> 
n 
uw 
E 
a 
2 
fe) 
oO 
a 
wu 
Zz 
ao 
fo) 
a 
a 
> 
ifm 
= 
> 
i) 
uw 
E 
("4 
2 
fe) 
oO 
pa 
> 
if 
= 
o 
n 
mi] 
0) 
9 
= 
> 
- 
b 
Ww 
(0) 
fal 
Zz 
9 
ol 
4 
a 
<x 
a 
79) 
uw 
(0) 
<x 
2 
> 
- 
b 
Ww 
g 
> 
ne 
i 
a 
<x 
oO 
16} 
= 
Zz 
wi 
Be 
a 
wi 
bE 
no 


PEU3 NOATOTOBWJIA FPYNNA "What's News" VK.COM/WSNWS 


Bloomberg Businessweek 


Xavier Becerra 


Attorney general, California 
The California Department of Justice is fighting the 
Trump administration in 32 federal lawsuits, more 
than any other state, to lead the charge against policies 
that Becerra maintains erode the business climate that 
makes the state the country’s No.1 job creator. 


Becerra will soon help California set a record for the num- 
ber of times a state has sued one administration, surpass- 
ing the previous mark held by Texas, which took a relatively 
leisurely eight years to sue Barack Obama 48 times—three 
suits more than California has racked up in the past two 
years. This year, Becerra has filed to stop the separation 
of immigrant children from their families, to prevent a roll- 
back of auto-emission limits, and to block the addition of a 
citizenship question on the 2020 U.S. census. Other suits 
include ones seeking to stop President Trump from end- 
ing the Deferred Action for Childhood Arrivals program and 
from limiting access to birth control. “We need to continue 
to keep creating good jobs, keep California a place where 
people want to raise their families and start their business,” 
Becerra says. For its part, the U.S. government has sued 
California three times over state laws concerning net neu- 
trality, public-lands protections, and public safety and immi- 
grants’ rights. 

Becerra often joins fellow Democratic attorneys general 
in filings, but he takes the lead when California is dispropor- 
tionately affected or when he has expertise on an issue. He 
helped draft the Affordable Care Act toward the end of his 
24-year tenure as a congressman for parts of Los Angeles, 
which gave him insight into how best to defend the statute 
on behalf of the 16 states that filed to keep it alive. Becerra, 
a father of three daughters and a Stanford Law School grad, 
won a four-year term in November after being appointed by 
the governor. He answers diplomatically when asked where 
voters might take him next. “I never expected to be in elected 
office,” he says. “I intend to make the biggest difference | can 
wherever | am.” —Esmé E. Deprez 


E. Glen Weyl & Eric Posner 


Authors, Radical Markets: Uprooting Capitalism and 
Democracy for a Just Society 
At least 16 startups or blockchain projects began this 
year based in part on ideas in their book. 


Weyl, an economist who's a principal researcher at Microsoft Research 
New York City, and Posner, a professor at the University of Chicago 
Law School, argue in Radical Markets that we need to harness market 
forces to achieve social good. They want to fundamentally alter peo- 
ple’s relationship with private property by having them put a price tag 
on everything they own and list it online. If you want to keep your home, 


Posner 


for instance, you'd have to make it expensive, which means you'd be 
willing to pay more property taxes on it. The government could use this 
revenue to cut other taxes, which would incentivize commercial property 
owners not to sit on vacant lots. Another idea, quadratic voting, lets peo- 
ple express the intensity of their preferences. Each voter gets the same 
allotment of credits to buy votes. One vote costs one token, but two 
votes cost four, five votes cost 25, etc. People who feel strongly about 
an issue would have to concentrate their tokens. Blockchain startup 
Eximchain Inc. plans to use a version of quadratic voting to govern its 
platform. ——-Peter Coy 
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Reese 
Witherspoon 


Actor and producer 
In her biggest year as a 
producer, Witherspoon's media 
company, Hello Sunshine, which was 
created to promote women on both 
sides of the camera, had more than a 
dozen projects going. 


Sarah Friar 


CEO, Nextdoor 
When Friar announced on Oct. 10 
that she was leaving her job as 
chief financial officer of Square Inc. to 
join Nextdoor, a private social network for 
neighbors, Square’s stock tumbled more 
than 10 percent the following day after it 
had gained almost 150 percent for the year. 


Along with acting roles in Walt Disney Co.’s A Wrinkle in 
Time and the second season of HBO’s Big Little Lies, which 
Hello Sunshine co-produced, Witherspoon has started film- 
ing adrama series about a morning TV show for Apple Inc. 
that will air next year and star Jennifer Aniston and Steve 
Carell. Hello Sunshine also secured the movie and TV rights 
to five books; organized a nationwide storytelling tour “for 
and by intersectional, intergenerational women,” accord- 
ing to a press release; introduced podcasts on breakups 
and life lessons; and started a book club in conjunction with 
Amazon.com Inc.'s Audible and a video-on-demand channel 
with AT&T Inc. Although her book about the joys of Southern 
living, Whiskey in a Teacup, became a New York Times best- 
seller, Witherspoon’s most exciting news for longtime fans may 
be the announcement that she'll reprise her role as the cult 
feminist heroine Elle Woods in a third Legally Blonde movie. 
—Anousha Sakoui 


Anyone who's ever left a job could only wish 
for the kind of praise Friar’s performance 
inspired. Although Jack Dorsey is Square's 
chief executive officer (in addition to his other 
gig heading Twitter Inc.), Friar “essentially ran 
the company” and was “a key architect in build- 
ing Square’s business model,” wrote Citigroup 
Global Markets Inc. analyst Peter Christiansen. 
Friar’s six years at Square “is the stuff of Silicon 
Valley legend,” wrote venture capitalist Bill Gurley 
of Benchmark, who's on the board of Nextdoor. 
On Friar’s watch, Square evolved from a credit 
card reader for food trucks into a payments- 
processing company helping more than 2 mil- 
lion global retailers with payroll, loans, account- 
ing, inventory tracking, website building, 
and more; the company forecasts 6O per- 
cent growth this year on more than $8 bil- 
lion in revenue. Friar hasn’t said much pub- 
licly about her new role with Nextdoor. “1 
am excited to join this extraordinary team 
where we can build...a force for good 
in the world,” Nextdoor’s official press 
release quoted her as saying. Before 
she left Square, she told Bloomberg 
Businessweek that she wants her work 
to have global impact: “I feel like I’m 
going through my own journey of how 
to make the world a better place.” 

— Selina Wang 


The Parkland 
activists 


In the wake of the Feb. 14 shooting that killed 

17 people at Marjory Stoneman Douglas High School in 
Parkland, Fla., pressure from students helped persuade more 
than a dozen major corporations to cut ties with the National 
Rifle Association. 


Outspoken Parkland students, who are founding mem- 
bers of March for Our Lives, a pro-gun-control coalition, 
used youth to their advantage, embarrassing the adults 
who tried to defuse teen anger with “thoughts and 
prayers” and other empty gestures. When Education 
Secretary Betsy DeVos announced a visit to Marjory 
Stoneman, Emma Gonzalez tweeted: “Good thing | 
was already planning on sleeping in tomorrow.” In the 
months following the massacre, they also helped pit 
corporate America against Second Amendment sup- 
porters, using their social media megaphones to needle 


companies and politicians who, they said, enable such 
killings. This activism encouraged Delta Air Lines, Hertz, 
MetLife, LifeLock, and Wyndham Hotel Group to sever 
ties with the NRA. Citigroup Inc. instituted a policy pro- 
hibiting corporate customers from selling bump stocks 
or firearms to those who are younger than 21 or hav- 
en’'t passed a background check. Bank of America 
Corp. stopped lending to companies that manufacture 
assault-style weapons for civilian use. First National 
Bank of Omaha stopped issuing an NRA-branded 
credit card that offered rewards on sporting goods 


Delaney Tarr Jammal Lemy 


Emma Gonzalez 


Matt Deitsch Jaclyn Corin 


purchases, including firearms. Spurred by these suc- 
cesses, Parkland students and parents tried their hand 
at politics, with mixed results. A super PAC launched by 
Parkland families to fund anti-gun-violence candidates 
sought to raise $10 million but took in only $230,000. 
That doesn’t mean there’s a lack of enthusiasm for their 
cause: Of the 307 candidates endorsed by the Giffords 
Law Center to Prevent Gun Violence, more than 80 per- 
cent won their seats. ——Polly Mosendz 


Ryan Deitsch Sarah Chadwick 


David Hogg 
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— Thenew 
=» populists 


The turmoil that wracked political establishments across Europe 
in 2017 (not to mention the U.S. in 2016) is now visiting emerg- 
ing markets from Mexico to Malaysia, and the wave of poll 
booth surprises shows no signs of abating. Dominant polit- 
ical parties were shaken, if not cast aside, by popular dis- 
gust at their failure to deliver broad-based prosperity. The 
trend was most recently exemplified on Oct. 29, when a 
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J 
Abty 
Ahmed 


Prime minister, Ethiopia 
After winning 
election as Ethiopia’s 

prime minister in March, 

Abiy has announced 
economic and political 
reforms that seek to shore 
up already stellar growth: The 


Andres 
Manuel 
Lopez 
Obrador 


President, Mexico 
Lopez Obrador 
won more than 

50 percent of the vote 


in July, the first time in 
30 years that a Mexican 
presidential candidate 
claimed a majority. 


populist former army captain, Jair Bolsonaro, won Brazil’s 

presidential election and Germany’s pragmatic, centrist 
chancellor, Angela Merkel, announced a phased polit- 
ical exit. Nostalgic for Brazil’s dictatorship and dis- 


International Monetary Fund 
anticipates a 10.9 percent 
expansion this year, the most 

of any African nation. 


missive of minorities, women, and democratic nice- 


AMLO, as Lopez Obrador is 
known, is only Mexico's third 
president from outside the 
Institutional Revolutionary Party 
since the 1910-20 revolution. 
He campaigned against govern- 
ment corruption and the “mafia of 
power” in business, then beat back 
establishment challengers after the 
Mexican government, which worked to 
curb spending and stabilize the economy, 
couldn't boost real wages. It’s unclear if the 

leftist firebrand will merely adjust Mexico's 
modernization policy of the last quarter century— 
economic liberalization, fiscal discipline, and foreign 
trade and investment—or take a more statist path of rena- 
tionalization and subsidies. —-Marc Champion 


Cyril Ramaphosa 


President, South Africa 
Since assuming the presidency in February, 
Ramaphosa has been trying to attract $100 billion in 

investment to revive the flagging South African economy; 

companies and foreign governments have already 
committed to spending more than half that amount on new 
mines and manufacturing plants, among other projects. 


The African National Congress, which has been in power since 1994, 
replaced Jacob Zuma with Ramaphosa to restore faith in its brand before 
national elections next year. The party has hemorrhaged support because 
of public anger about the alleged pillaging of the economy by business- 
people close to Zuma and his son and about an unemployment rate that’s 
topped 27 percent. Within weeks of taking office, Ramaphosa instigated 
a crackdown on graft, fired ministers, and revamped the management of 
state companies that were allegedly plundered during Zuma’s rule—moves 
that were cheered by investors. Yet polls show the public has wearied of 
the long-dominant party: Only 52 percent of adults surveyed by the Institute 
of Race Relations this summer said they would vote for the ANC. It won 
62 percent backing in the last national election in 2014. —-Mike Cohen 


ties, Bolsonaro will join a growing camp of populists 
when he takes office on Jan. 1, including the lead- 
ers of Ethiopia, Mexico, Malaysia, and South 
Africa. The cause of conventional government 
in emerging markets hasn't been helped by 
a strong dollar and rising short-term U.S. 
interest rates, which suck away funds. 
Slowing growth in China is con- 
tributing to the tough environ- 
ment for incumbents, too. 
—Marc Champion 


Machinations within the ruling coali- 

tion that’s controlled Ethiopia since the 
overthrow of a military junta in 1991 pre- 
cipitated Abiy’s rise to power. The retired 
lieutenant general was named its leader in 
March, a month after Hailemariam Desalegn 
abruptly resigned, having failed to halt almost 
three years of sporadic antigovernment pro- 
tests by citizens who were excluded from the 
nation’s extraordinary run of economic growth. 
The unrest had threatened to derail a boom in 
the state-planned economy that’s included projects 
such as the $6.4 billion Grand Ethiopian Renaissance 
Dam, one of the world’s biggest hydropower plants. 

Abiy, who at 43 is Africa’s youngest serving leader, has 
pledged to open up the telecommunications, shipping, 
power, and aviation industries to private investors; promised 
multiparty democracy; and ended two decades of acrimony with 
neighboring Eritrea. While his unbanning of opposition and rebel fac- 
tions stoked long-suppressed rivalries among ethnic groups, he’s offered 
a salve by appointing a cabinet that includes representatives from histor- 
ically marginalized communities, half of them women. —Paul Richardson 


4 


Mahathir Mohamad *© 


| 
\ 3 
Prime minister, Malaysia 


Mahathir’s defeat of Prime Minister Najib Razak in May 
led to the nation’s first democratic change of regime. 


Mahathir, a Malay nationalist who ran against his own former 
party in a surprise return to power, now heads a multiethnic 
opposition coalition. He’s moved quickly, canceling an unpopu- 
lar sales tax, suspending more than $20 billion in Chinese “Belt 
and Road” initiative investments that the previous government 
had approved, and warning against a “new version of colonial- 
ism’ while visiting China in August. He made good on campaign 
promises to crack down on corruption, too. In recent months, 
Malaysian courts have charged Najib with dozens of counts, 
including money laundering and accepting bribes. (Najib has 
pleaded not guilty to all of them.) —-Marc Champion 
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Steven 
Matjoor 


a 
Chairman, European Securities and Markets Authority VW | ) : T fe 
* Paris b= 


The commissions that European stockbrokers =, 


‘ 
earn are on course to fall more than 30 percent 
after the biggest overhaul to hit EU financial markets in 
at least a decade. 


Maijoor’s job ts to ensure that ees ee ae ee ee seed are 

. . ounder an , Bumble Trading Inc. « Austin 
European Union investors are The dating app has expanded beyond matchmaking, 
treated fairly. The latest update to growing to almost 50 million users in November, more than 
the Markets in Financial Instruments double the number from the year before. 


Directive (called MiFID Il), imple- As a co-founder and vice president for marketing at Tinder, Wolfe 
mented by him in January, targets Herd saw firsthand the cesspool of slurs and all-caps rants that 
the Cozy relationship between fund women often had to wade through when they tried online dat- 


. . ing. After suing the company and another co-founder for sex- 
managers and brokerages, in which ual harassment in 2014—the lawsuit was settled without any 


funds pay brokers whenever they buy admission of wrongdoing—she started Bumble. Her belief was 
and sell shares—an expense that ulti- that a few tweaks—verifying users’ identities, banning peo- 


il | t f th f d . ple who make demeaning comments or physical threats, requir- 
ne y Coe Oa € Tund inves- ing that it be women who initiate conversations with men—could 


tors’ pockets. Prior to the rules, bro- make the internet safer for women and, by extension, men. (It’s 
kers could bundle those trading costs not just for straight people, either; those of all sexual orienta- 
ith oth ‘ h h tions can use the app.) Bumble is now valued at $1 billion 
WI Omner Services SUCN as researc and has moved into new corners: Bumble BFF is for women 
and swanky conferences, so it wasnt who want to make friends, and Bumble Bizz, introduced in 
always clear that fund investors were get- October 2017, helps women establish professional con- 
. tacts beyond those LinkedIn requests. Next year the 
ting the best deal. Now research and bro- company plans to expand into digital entertainment. 
kerage have to be priced separately. Mailjoor, “We're focused on being a full-fledged social media 
who's from the Netherlands and worked for platform,” Wolfe Herd says. Facebook Inc. and 


d ; Twitter Inc. largely allow users who leave racist 
the Dutch financial markets regulator before —,, aisouunistic comments 16 contindedsiagthe 


assuming his current role in 2011, has been services, but Bumble’s 4,000 moderators have 
fighting for decades to reduce barriers to the — °° Problem kicking people off. They'll need 


. good ones when Bumble expands to India. 
free movement of money and to bolster the size Of =“ pating apps are a tricky business there. 


Europe's capital markets. He’s said he wouldn't be _ Violence against women has increased 
surprised if transparency on trading fees becomes 80 Percent in the past decade, and 


; ; ; some villages have outlawed women 
the global standard. ——Elisa Martinuzzi He nth ising ao nicls medial Bumble 


will let women hide their names 
so they won't be targeted. “This 
isn’t an easy move for us, but 
its one where we can have 
an impact,” Wolfe Herd says. 
—Claire Suddath 
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Mick Mulvaney 


Acting director, Consumer Financial Protection Bureau 
In the year after Mulvaney took over from 
Barack Obama appointee Richard Cordray, the 

bureau filed only 10 enforcement cases, down from 

45 the previous year. 


As amember of Congress, Mulvaney famously called the bureau a 
“sick, sad joke.” That made him a hero to those in the Republican 
Party and the finance industry who want to neuter the agency, if 
not kill it outright. To Democrats, especially progressives, having 
him at the helm has been akin to giving your worst enemy the 
keys to your house. Mulvaney, who’s also serving as President 
Trump’s White House budget director, has said he’s worked to 
transform the bureau from the regulatory crown jewel of liber- 
als (the agency was Elizabeth Warren’s brainchild) into one that 
“follows the law.” He’s reviewed its enforcement, supervisory, and 
rule-making functions; he’s frozen data collection; he’s closed 
open enforcement cases; and he’s directed staff to slash next 
year’s budget. Mulvaney also wants to curb the agency’s inde- 
pendence by giving Congress, rather than the Federal Reserve, 
control of its spending and to dilute the director’s power by 
establishing a commission that would vote on all matters. Kathy 
Kraninger, a colleague of Mulvaney’s at the Office of Management 
and Budget, has been tapped to run the agency on a permanent 
basis. —Elizabeth Dexheimer 
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Donna Strickland 


Physics professor, University of Waterloo 

In October she became the first woman in more than 

50 years to win the Nobel Prize in physics for her work on 
lasers, having discovered ways of manipulating pulses of light that 
have led to life-changing inventions such as laser eye surgery. 


Bloomberg News reporter Gerrit De Vynck spoke to 
Strickland about discrimination in science, the dan- 
gers of politicians ignoring scientists, and how her 
work in photonics—the study of light and lasers— 
can be used to develop better sensors for measur- 
ing the melting of the permafrost. Excerpts: 


Much of the attention around your win focused on 
your being only the third woman to win the Nobel 
Prize in physics in its 117-year history. How do you 
feel about that? 
| was a little blown away by how 
much has been made about me being 
a woman in science. I’ve heard from 
many, many women just thanking me 
for being a flag bearer. | feel like it 
would be nicer to focus on what 
scientists could do for the world. 
These days, many politicians 
are skeptical of that. President Trump ques- 
tions whether climate change is human-made. 
What are the risks of letting science slip from 
its position of authority? 
This is much more of a Western-world prob- 
lem. When you go to Asia, they revere 
their scientists. They’re putting a tremen- 
dous amount of money into science. North 
Americans in particular have to be careful 
about that. 

You're using light sensors to measure how 

much permafrost is melting in the Arctic. What 
have you learned? 
The permafrost is no longer really perma. And 
with that comes a lot of problems. One is that 
cargo has to come in by plane, and the planes 
have to have a good runway. For decades the 
runways were permanently frozen. So we’re 
putting fiber-optic sensors into the runways 
up there right now. It’s amazing how many dif- 
ferent ways photonics can be used. 
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Nguyen ThiPhuong Thao 


Founder, VietUet Aviation JSC « Hanoi 
The budget airline forecasts that the number of passengers it serves this year will soar 40 percent, to 24 million, 
as it begins tapping into Vietnam's growing middle class by aggressively expanding overseas routes. 


December 10, 2018 


Thao wants to take on regional giants such as Indonesia's Lion Air and Malaysia's 
AirAsia Group Bhd. VietJet’s scheduled international capacity is expected to grow 
as much as 70 percent in 2018, according to the CAPA Centre for Aviation, and 
the airline has become one of Asia’s largest customers of Boeing Co.’s 737 Max, 
doubling an order it announced two years ago during a visit to Vietnam by 
then-President Barack Obama. The expansion further upends an aviation 
~ market long dominated by state-owned Vietnam Airlines JSC, as VietJet 
offers millions of Vietnamese customers whove never seen the inside of 
an airplane the chance to buy a cheap ticket. “I’m most proud of being 
able to help Vietnamese farmers fly for the first time,” says Thao, who 


Kenneth Hayne 


Commissioner, Australia’s Royal Commission 
Into Misconduct in the Banking, Superannuation 
and Financial Services Industry « Melbourne 
The four largest Australian banks and the 
country’s leading wealth manager have lost 
more than $50 billion in market value this year after a 
government-ordered inquiry. 


After 20 years of soaring profits and hands-off regulation at 
Australia’s financial institutions, the commission held its first 
public hearing in March. The government introduced the body, 
led by retired Judge Hayne, after the country’s biggest lender, 
Commonwealth Bank of Australia, was sued for systemically 
breaching anti-money-laundering rules; Commonwealth settled 
for A$700 million ($519 million) in June. Despite spending two 
decades on the bench of Australia’s highest court, Hayne was 
largely unknown outside legal circles before he was appointed to 
head the inquiry. Still, his investigation has revealed a shocking 
string of scandals: Bankers left open the accounts of dead peo- 
ple, charging them automatic fees for financial planning before 
the accounts were wound down; took cash bribes to facilitate 
fraudulent mortgages; and misled regulators who tried to inves- 


tigate wrongdoing. Even with the final report not due until February, Hayne is provoking change. 
Executive bonuses have been forfeited, and most big banks are rushing to offload their financial 
planning businesses out of concern that they'll be forced to. With national elections expected by 
May and politicians tapping into public disquiet over the scandals, analysts are anticipating a profit 


slump industrywide in the next year. —-Emily Cadman 


made her first million dollars at 
age 21 trading fax machines 
and latex. ——John Boudreau 
and Nguyen Dieu Tu Uyen 


Drew Houston 


Co-founder and CEO, Dropbox Inc. «e San Francisco 

In March he led his company to the biggest U.S. tech IPO 
of the year, raising more than $869 million and bringing its 
value to $11 billion. 


Houston—whose company was once known for its lavish décor 
(a chrome panda statue) and amenities (a corporate chef who'd 
cooked at a Michelin three-starred restaurant)—reined in spend- 
ing and invested wisely in product development. He 
shifted Dropbox’s emphasis away from a file-hosting 
service for consumers and small teams to one aimed 
at bigger enterprises. Houston also saved money and 
allowed for faster file transfers by building his own data 
centers rather than paying the rising fees that Amazon 
Web Services wanted. All of this helped boost revenue 
above $1 billion for the first time last year while trim- 
ming losses. It’s a remarkable turn of events: In 2015, 
Fidelity Investments Inc. and BlackRock Inc. wrote 
down the value of their stakes amid complaints that 
Dropbox was upgrad- 
ing its products too 
slowly. ——-Dina Bass 
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Stacey Cunningham 


President, NYSE Group Inc. 
She became the first female president of the 226-year- 
old New York Stock Exchange in May, bringing to the 
job aconcern about wealth inequality that’s unexpected for 
the head of a business synonymous with Wall Street. 


She’s not tossing Molotov cocktails with anti-Group of Seven demonstrators, but 
Cunningham understands the financial worries of people who are. She notes that 
today fewer companies sell shares on public exchanges such as NYSE; the Ubers of 
the world fuel themselves with privately raised money. “It’s critical that we democratize 
investment,” she says. “If we focus a lot of energy on the private markets, the everyday 
investor doesn't get to take part in that growth.” (Of course, there's self-interest at play, 
too. Private money deprives NYSE of revenue from initial public offerings.) Cunningham 
has spent her entire career—except for a stint at culinary school—in the industry, start- 
ing on the NYSE floor, followed by roles at Nasdaq. She returned to NYSE six years 
ago, building a reputation as someone who comprehends markets deeply. “Very often, 
Wall Street and the financial markets are misunderstood as a way for the rich to get 
richer,” she says. “It’s a way for businesses to scale their products and services and 
make them available to the masses.” ——Nick Baker 
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Bruce Linton 


Founder and co-CEO, Canopy Growth Corp. « Smiths Falls, Ont. 
Canada’s Canopy shook the pot industry in August 
when it announced a $3.8 billion investment from 

Constellation Brands Inc., the space’s biggest deal yet 

and a signal to investors just weeks before the country 
legalized recreational use on Oct. 17 that the drug was 
shedding its stigma. 


A day after the deal with the maker of 
Corona beer, Linton said at a conference 
that he expects one “Google-like company” 
to dominate the sector. “We've got the right 
culture” to be it, he said. Arguably, no one 
has done more to boost pot’s legitimacy 
for investors than Linton. Under his lead- 
ership, Canopy became the first pub- 
licly traded cannabis company in North 
America and the first to reach a $10 bil- 
lion market value. Pot stocks soared 
in the wake of the announcement— 
the assumption is that other alco- 
hol, tobacco, consumer-product, and 
pharmaceutical companies will fol- 
low Constellations lead—before 
they crashed, then seesawed, draw- 
ing parallels to the valuations of 
cryptocurrency. Linton has said that the only 
way his company can become Google-esque 
is to own the global medical market, which is 
expected to hit $55 billion by 2024, accord- 
ing to Global Market Insights Inc. In anticipation 
of Canada’s legalizing recreational pot, Linton 
told Bloomberg that “the best thing that’s ever 
happened to us is_ prohibition,” because it 
kept international companies from conduct- 
ing research into marijuana’s medical bene- 
fits. This allowed Canadian upstarts such as 
Canopy to have a first-mover advantage and 
helped them stay ahead of competitors. Today, 
Canopy’s health subsidiary has 
approval to conduct Phase ll 
Clinical trials into whether can- 
nabis can treat insomnia, and 
its animal health division is 
researching the effectiveness 
of pot to treat anxiety in dogs. 
—Kristine Owram 


Canopy’s market cap 
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Byron Allen 


CEO, Entertainment Studios Inc. 


In March, Allen paid $300 million for the Weather Channel, which he says 
he'll parlay into broader distribution for his other TV properties. 


Settling into a chair at his Los Angeles head- 
quarters for an interview that will last almost 
two hours, Allen turns on the TV to show off his 
new acquisition. He says he’s not planning to 
make major changes to his trophy network, but 
he wouldn’t mind more levity. One of the first 
new shows he’s approved—Storm of Suspicion, 
about criminals who use the weather as an 
alibi—might help. “I thought, That’s a good one,” 
Allen says. “‘Hey, | didn’t drown them. A hur- 
ricane came along!’” He throws his hands up 
and looks around the room in mock innocence. 

Visiting with Allen feels like being at a pri- 
vate comedy show, which you’d expect given 
his biography. He’s spent decades working 
in comedy, starting in the mid-’7Os at age 14 
when, with his mother’s permission, he became 
a writer for the entertainer Jimmie Walker. He 
did stand-up on The Tonight Show Starring 
Johnny Carson in 1979, then went on to co-host 
NBC’s proto-reality show Real People before 
transforming into a talk show host after its run 
ended in 1984. 

Allen still considers himself a comedian, and 
he tells his life story in a series of road-tested 
anecdotes capped by punchlines. He endured 
tough times in the early 90s when he set out to 
produce his own TV shows, self-funding them 
because he couldn't get financing. Allen says 
his house went in and out of foreclosure, invok- 
ing one of his catchphrases: “My credit was so 
bad, they wouldn’t take my cash.” 

Today, Allen runs a content factory that 
he proudly calls “the Walmart of TV.” Under 
the umbrella of Entertainment Studios, he 
has seven themed networks with the names 
Pets.TV, Recipe.TV, Cars.TV, ES.TV (enter- 
tainment news), MyDestination.TV (travel), 
JusticeCentral.TV (for fans of courtroom reality 
shows), and, naturally, Comedy.TV. Six started 
airing on Verizon Fios TV in 2009. 

Allen is suing Comcast Corp. and Charter 
Communications Inc., the nation’s second- and 
third-largest cable companies, to get wider 
distribution. In separate lawsuits he accuses 
them of violating his civil rights for refusing 
to carry his networks. Allen settled a similar 
case in 2015 with AT&T Inc., the country’s larg- 
est provider, which subsequently expanded its 
Entertainment Studios offerings. (Allen says 
he can’t discuss the litigation. Comcast says 
it disagrees with an appellate court’s decision 
in late November to let the case proceed; a 
Charter spokesman calls the charges “a des- 
perate tactic.”) 

Some of Allen’s more popular fare is perhaps 


best described as faux reality: Courtroom 
shows on JusticeCentral mimic popular day- 
time programming such as Judge Judy. Allen 
says his empire is profitable but that it could 
earn an additional $1 billion annually if he could 
get his other networks in more U.S. households. 
The Weather Channel is in more than 80 mil- 
lion, a decent number considering that CNN, 
the most widely available cable network, is in 
84 million. Comcast, Blackstone Group LP, and 
Bain Capital LP previously owned the network 
together. Allen says that he raised the money 
to purchase it himself, without assistance from 
other investors. (The channel was profitable 
when he bought it, Allen’s sookesman says.) 
“Obviously, | borrowed money from lenders, but 
| own it 100 percent,” he says. Allen adds that 
winning the auction is an historic achievement 
in an industry in which black people have been 
underrepresented as owners. 

The acquisition has already led Dish Network 
Corp. to carry Recipe.TV. Allen knows he'll need 
more than the Weather Channel as a bargain- 
ing chip to get the rest of his networks broadly 
distributed, but he says the channel puts him 
in a better position to attract a new cate- 
gory of advertisers. Soon after the deal 
closed, he says, he secured a $500 mil- 
lion credit line from a group of lenders 
led by Deutsche Bank AG to make 
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additional acquisitions. (The bank declined to 
comment.) A person familiar with Allen’s activ- 
ities says he’s pursuing a purchase of Tribune 
Media Co., which controls 42 TV stations. Allen 
won't talk about specific targets, but he says 
confidently, “There’s a lot for sale.” 

In a decade, he says, Entertainment Studios 
will be the world’s largest media company. 
Bigger than Walt Disney Co.? Twice as big, 
Allen says. He takes umbrage when a reporter 
expresses skepticism but also concedes 
there was a time he wouldn't have believed it 
either: When he started his company, Allen sat 
around his kitchen table in his underwear, call- 
ing advertisers. Eventually he got 41 shows on 
the air, many at odd hours of the night, with the 
kind of ads you'd expect. “For the first cou- 
ple of years, it was 1-800-SPRAYONHAIR and 
1-800-ABSIN24HOURS,” Allen says. “They just 
kept sending me money, and | just kept say- 
ing, ‘Boy, | hope these products work!” One 
day he got a call from a woman at AT&T. “l 
thought AT&T was calling me back to buy 
an ad,” Allen says. “She’s like, ‘| don’t know 
what you're talking about, but if you don’t pay 
us $3,500, we’re turning your phone off.’” 
—Devin Leonard 
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_ Anything can happen, of course, but next year’s noteworthy 
O a eC S tO VAVE: Ke a people are often visible now. We think those below—some 
nominated by Bloomberg 50 honorees—could be on the list in 2019. 


JUAN BENET AMANDA LITMAN BRIAN ARMSTRONG 
one @ Co-founder, Run for Something @ Co-founder and CEO, 
@ Principal developer, InterPlanetary yy The email director for Hillary Clinton’s 2016 presidential campaign started Coinbase Inc. 
File System \ » a PAC that recruits and supports young, diverse progressives. In the Despite a tough year 
. . November midterms, 152 of Run for Something’s 418 candidates were for Bitcoin, cryptocur- 
Nominated by Tim Sweeney elected to office, 55 percent of them women and 47 percent people of color. rency exchanges are 
Benet created a way to store and share thriving. Armstrong's 
; : er h 
files online that eliminates the a eter Be 
need for servers. “He’s building VIRGIL ‘ MARIANA MAZZUCATO billion empire 
Saray e artes hy (a) ABLOH « rt f through doz- 
a new in erne at will save us = eAtistic =conomics professor, proce nen 
when the current internet goes to hell,” anes University College London tions and the addition of 
ouis Vuitton : imed at institu- 
says Sweeney. De ok aD Nominated by E. Glen Wey! Raia ate ena ani vg 
The eee euaae? In her recent book, The Value of 
wear labe Se Ite an a 5 5 5 
creative consultant for Everything: Making and Taking in the 
HELEN HAI rae Hie ee dle Hes Global Economy, Mazzucato argues 2 PAT 
ack artistic director a : ' 6 
J @ Founder and CEO, Made ihe fashion house. for reforming modern capitalism by McGRATH 
\ in Africa Initiative rethinking the nature of wealth. @ Founder, Pat 
Born in China and educated in Britain, Hai McGrath Labs 


JOANNA GERAGHTY A $60 million investment 


advises African governments on industrializa- aS as 
@ President and COO, 
z_ Bee eae from Eurazeo Brands valued 
< 


tion and scalable job creation. Her initiative will 
invest $10 million to create thousands of jobs in Rwanda 
and Senegal over the next five years. 


JetBlue Airways Corp. 
The highest-ranking the influential makeup art- 


female airline executive cre) 
in the US. negotiated ists eponymous company at 


the company’s first union more than $1 billion. 


88 A Stall. SIERRA TISHGART AND funn oo oher 
@ Founder, Kairos ee to offset higher 
, His foundation for young entrepreneurs helped MADDY MOELIS ras te Seema 
develop Rhino New York LLC, which reduces @ Co-founders, ing costs and im ae LUCAS HEDGES 
upfront costs for new renters. Instead of a / <¥ Great) Bioeth eae 9 @Actor 
security deposit, renters pay Rhino $10 a month, j reat JONES The Academy Award-nominated per- 
which covers up to twice the amount of the deposit. Media LLC former ee ae Pere. icapetag 
A former food editor and a Warby Parker alum this year, most notably as 
TYLER MITCHELL have raised $3.4 million for a cookware startup r center ce pains . 
@ Photographer aimed at dinner-party-Instagramming millennials. Boy Erased. 


The Atlanta-based artist who 
photographed Beyonce for MATHILDE COLLIN CLAUDIA SHEINBAUM PARDO 
Vogue’s September issue is the first °C? founder and CEO. = @ Mayor, Mexico City 


FrontApp Inc. 
black photographer to shoot a cover [%, Rr ee oY Deo The Nobel Prize-winning environmental 
ouston 


for the magazine. Galle cinaitclenttand engineer is the first Jewish woman elected 
Serene Saas as mayor, an office considered a precursor 
NILI GILBERT ines team-based work. to theM 2 P 
F xXICan presidency. 
@ Co-founder, Matarin Capital Her company raised o the Mexican presidency. 
Management LLC $66 million ina round led 
The portfolio manager is the first | Sy Sequoia Capital. REDIET ABEBE 
nonfamily member to chair the ec i ientist.C ll 
investment committee for the David i uae iar Ae P he it 
Rockefeller Fund, which supports PAUL RABIL , ORIRAISE OY PI 
nonprofits in the arts, criminal jus- @ Co-founder, Premier Lacrosse League Gebru 
The former New York Lizards midfielder established a league to rival Major | Her research focuses on 


tice, and the environment. 4 : : : : : 
League Lacrosse. It will provide players with equity, salary, and health insurance, how algorithms can be 


and games will be broadcast exclusively by NBC Sports. applied to health, educa- 


MIKE ECKHAUS AND ZOE LATTA tion, and housing. Gebru 

@ Co-founders, Eckhaus Latta ee ite bod eoak 

»» After a critically lauded exhibit at the Whitney Museum of Ameri- Ser eee 
4 can Art, the avant-garde fashion duo opened their first New York 

) retail location in a no-frills mall in Chinatown. 


admissions at Cornell.” 
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